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GENERAL  ACCOUNTING  OFFICE  OVERSIGHT 
AND  THE  NATIONAL  ACADEMY  OF  PUBLIC 
ADMINISTRATION  STUDY 


THURSDAY,  MARCH  30,  1995 

U.S.  Senate, 
Committee  on  Governmental  Affairs, 

Washington,  DC. 
The  Committee  met,  pursuant  to  notice,  at  10  a.m.,  in  room  SD- 
342,  Dirksen  Senate  Office  Building,  Hon.  William  V.  Roth,  Jr., 
Chairman  of  the  Committee,  presiding. 

Present:  Senators  Roth,  Cohen,  Grassley,  Glenn,  Nunn,  Levin, 
Pryor,  and  Lieberman. 

OPENING  STATEMENT  OF  CHAIRMAN  ROTH 

Chairman  ROTH.  The  Committee  will  please  be  in  order. 

This  morning  we  will  be  considering  "The  Roles,  Mission  and  Op- 
eration of  the  U.S.  General  Accounting  Office."  That  is  not  only  the 
purpose  of  the  hearing,  but  the  title  of  a  report  that  was  prepared 
for  the  Committee  last  year  by  the  National  Academy  of  Public  Ad- 
ministration. Because  the  report  was  not  available  until  the  end  of 
the  session,  there  was  no  opportunity  to  receive  testimony  from 
NAPA  or  GAO  on  the  findings  or  recommendations  of  the  report. 
In  the  interim,  GAO  has  made  some  progress  on  some  of  the  rec- 
ommendations, and  we  will  look  forward  to  hearing  about  the 
progress  made  on  that  front  later  this  morning  from  the  Comptrol- 
ler General. 

As  stated  in  the  Executive  Summary  of  the  report,  "GAO  has 
been  a  valuable  part  of  the  Federal  Government  for  more  than  70 
years,  providing  auditing,  research  and  evaluation  to  government 
generally  and  to  Congress  in  particular,  which  could  not  be  easily 
and  readily  replaced." 

By  the  very  nature  of  this  Committee's  jurisdiction  and  respon- 
sibilities for  general  oversight  of  all  functions  of  government,  the 
Governmental  Affairs  Committee  depends  heavily  on  the  work  of 
GAO.  We  call  on  GAO  to  perform  a  variety  of  audits  and  evalua- 
tions in  every  facet  of  government.  In  that  sense,  it  can  be  said 
that  the  success  of  this  Committee  is  directly  tied  to  the  success 
of  GAO.  I  want  to  congratulate  Comptroller  General  Bowsher  and 
the  thousands  of  GAO  employees,  dedicated  men  and  women,  who 
have  been  instrumental  in  performing  this  critical  role.  While  there 
may  be  criticism  on  particular  issues,  reports,  or  actions,  I  think 
it  needs  to  be  made  clear  that  GAO  is  a  vital  link  in  providing  in- 

(1) 


formation,  support,  and  guidance  that  is  necessary  for  Congress  to 
meet  both  its  oversight  and  legislative  responsibilities. 

The  GAO  has  evolved  over  the  decades  and  responded  with  inter- 
nal changes  to  meet  the  needs  and  demands  required  at  different 
times  in  our  history.  I  believe  we  are  now  at  a  crossroad  which  re- 
quires a  serious  review  of  GAO's  role  and  mission  as  we  prepare 
the  Federal  Government  to  meet  the  needs  of  the  21st  Century. 

GAO's  statutory  authorization  gives  a  broad  mandate  to  make 
recommendations  on  the  economy  and  efficiency  of  public  expendi- 
tures, to  prescribe  systems  and  procedures  for  appropriation  and 
accounting,  and  to  undertake  investigations  and  reports  ordered  by 
any  congressional  committee.  We  need  to  consider  the  broad  man- 
date in  the  context  of  where  it  has  taken  the  agency  to  date.  The 
NAPA  report  suggests  that  the  GAO  mission  and  use  by  Congress 
has  been  broadened  and  expanded  in  recent  years,  placing  new  de- 
mands on  the  agency's  core  purpose,  skills,  and  resources.  NAPA 
further  suggests,  and  I  tend  to  agree,  that  it  is  incumbent  on  the 
Congress  to  more  clearly  define  the  mission  as  we  see  it. 

I  also  believe  that  it  is  fundamental  to  GAO's  credibility  that 
they  live  by  the  standards  that  they  prescribe  to  others.  GAO 
should  be  asking  the  same  questions  of  itself  that  it  poses  to  oth- 
ers. How  can  GAO  be  made  more  efficient?  How  can  they  emulate 
the  private  sector  to  do  more  with  less?  Why  are  only  21  percent 
of  GAO  reports  on  time,  with  29  percent  of  the  reports  over  6 
months  late?  How  does  GAO  compare  to  its  management  layers 
and  ratio  of  supervisors  to  employees?  Is  GAO  operating  efficiently 
when  30  percent  of  its  budget  goes  to  general  administrative  and 
overhead  costs.  How  does  GAO  justify  spending  more  than  a  quar- 
ter of  its  staff  time  on  tasks  other  than  core  work  products,  as  indi- 
cated on  the  Workforce  Utilization  Chart  A?  ^ 

How  can  GAO  justify  reductions  to  its  core  workforce  of  GS-7 
through  GS-12  by  34  percent  while  inflating  the  senior  manage- 
ment ranks  by  11  percent,  as,  again,  represented  on  Chart  B?^ 

Why  should  the  Committee  accept  the  notion  that  GAO  will  be 
able  to  use  personnel  cuts  to  achieve  a  dollar  savings  when  over 
the  past  2  years  a  total  staff  cut  of  12  percent  has  resulted  in  only 
1  percent  savings  to  the  taxpayer? 

These  are  all  issues  that  must  be  examined  closely  by  this  Com- 
mittee and  by  the  GAO. 

In  performing  its  mission  and  paramount  to  the  effectiveness  of 
the  GAO  is  the  absolute  requirement  that  GAO  have  the  trust  and 
confidence  of  all  Members  of  Congress,  regardless  of  party  affili- 
ation or  individual  policy  positions.  NAPA  has  raised  concerns  that 
GAO  has  become  increasingly  involved  in  policy  analysis  and  policy 
development.  It  is  recommended  that  GAO  revise  its  vision  and 
mission  statements  to  reflect  more  focused  and  realistic  objectives. 

The  panel  further  recommends  a  shift  in  GAO  perspectives  and 
methods,  from  promoting  process-oriented  controls  to  examine  the 
root  causes  of  problems  in  order  to  help  improve  the  effectiveness 
of  program  outcomes.  I  believe  this  goes  to  the  heart  of  the  Com- 


*  Chart  A  app>ears  in  the  Appendix  on  page  84. 
^Chart  B  appears  in  the  Appendix  on  page  85. 


mittee's  initiatives  to  put  in  place  performance  measures  and  re- 
sults-oriented planning. 

I  also  support  the  panel  recommendation  that  congressional  re- 
questers have  a  responsibility  not  to  put  GAO's  role  and  reputation 
as  impartial  objective  auditor  and  evaluator  in  jeopardy  by  request- 
ing work  that  inevitably  places  GAO  in  the  middle  of  controversial 
issues. 

I  believe  there  is  a  valid  question  to  be  raised  about  the  role  of 
the  Congress.  We  need  to  do  a  little  self-examination  ourselves  and 
determine  to  what  extent  we  are  a  part  of  the  problem  and  how 
that  can  be  changed. 

Another  point  raised  by  the  panel  is  in  the  area  of  work  proc- 
esses, pointing  out  that  they  tend  to  proceed  in  uniform  hier- 
archical patterns  with  inadequate  definition  at  the  outset  of  the  ob- 
jectives, methods,  and  types  of  work  and  cumbersome  review  proc- 
ess at  the  end.  By  taking  a  look  at  Chart  C,^  you  will  get  an  idea 
of  the  draft  review  process  fi*om  beginning  to  end. 

The  recommendations  that  GAO  congressional  oversight  commit- 
tees need  to  do  more  regular,  continuing  oversight  of  GAO  is  an 
important  one.  We  need  to  closely  monitor  the  actions  of  the  Com- 
mittee in  responding  to  the  observations  and  recommendations  that 
are  brought  forth  today.  We  need  to  look  at  the  utilization  of  re- 
sources, the  quality  of  work  products,  the  value  of  those  work  prod- 
ucts to  the  core  mission  of  the  agency,  the  organizational  structure, 
the  management  layers,  the  makeup  of  the  workforce,  and  the 
work  processes. 

Because  of  GAO's  unique  role  as  an  auditor  and  investigator,  it 
is  important  that  the  organization  have  credibility  with  those  enti- 
ties being  reviewed.  In  this  sense,  it  is  incumbent  upon  GAO  to 
operate  in  the  most  effective,  efficient  manner  possible.  There  may 
be  a  natural  assumption  that  GAO  conducts  its  own  internal  re- 
views to  assure  that  it  is  living  by  the  recommendations  it  makes 
to  others. 

As  we  in  the  Congress  raise  the  tough  questions  to  Executive 
Branch  agencies,  we  need  to  raise  the  same  tough  questions  of  our 
Legislative  Branch  organization.  We  are  all  aware  that  the  current 
environment  is  calling  for  tight  budgetary  constraints  and  some 
sacrifices  fi'om  all  government  organizations.  Faced  with  the  need 
to  find  dollar  savings,  as  the  largest  congressional  entity,  GAO  is 
an  obvious  target. 

There  has  been  a  call  for  a  25-percent  reduction  fi-om  the  current 
funding  level,  and  the  Comptroller  General  has  expressed  his  seri- 
ous concerns  about  the  impact  of  such  a  dramatic  cut. 

While  the  Appropriation  Committee  will  make  the  final  deter- 
mination on  funding  levels,  as  the  GAO  oversight  committee  we 
have  the  responsibility  for  conducting  an  in-depth  review  of  GAO's 
operation  to  determine  if,  in  fact,  all  the  services  and  the  cost  of 
those  services  is  justified. 

This  exercise  should  be  viewed  as  a  constructive,  not  destructive 
one.  Criticisms  of  the  work  process  are  not  criticisms  of  the  individ- 
uals performing  the  work  or  the  Comptroller  General.  And  as  a 


*Chart  C  appears  in  the  Appendix  on  page  86. 


part  of  our  review,  we  should  take  into  consideration  the  future 
roleofGAO. 

I  see  the  organization  as  a  critical  element  in  our  efforts  to  re- 
invent government.  The  driving  force  for  the  needed  management 
changes  will  depend  heavily  on  the  guidance  from  the  GAO  and  the 
Governmental  Affairs  Committee.  In  light  of  this,  I  am  pleased 
that  the  current  strategic  plan  for  GAO  lists  as  one  of  its  top  five 
areas  for  concentration  promoting  a  smaller,  more  efficient  and 
cost-efiective  government. 

In  looking  to  the  strategic  plan  for  GAO  in  the  work  priorities, 
I  have  to  say  I  am  quite  concerned  about  a  provision  inserted  in 
the  Senate  regulatory  moratorium  bill  adopted  yesterday.  That  pro- 
vision assigns  responsibility  to  GAO  for  reviewing  every  significant 
regulation  promulgated  by  an  agency,  informing  Congress  whether 
the  agency  performed  its  job.  This  task  is  currently  carried  out  by 
OMB's  Office  of  Information  and  Regulatory  Affairs  and  in  some 
cases  duplicates  the  missions  of  independent  peer  review  provisions 
and  legislation  ordered  reported  by  this  Committee  last  week. 

Senators  McCain  and  Levin  added  an  important  provision  to  the 
paperwork  legislation  currently  in  conference  that  would  reduce 
unnecessary  reports  to  Congress,  and  in  my  opinion,  the  reporting 
called  for  in  the  provision  would  be  a  prime  candidate  for  classifica- 
tion as  duplicative  and  not  necessary,  something  to  be  eliminated. 

It  is  troublesome  to  create  a  new  mission  for  the  agency  at  the 
very  time  we  are  tr3dng  to  preserve  the  core  mission  on  a  smaller 
budget. 

Let  me  reiterate  that,  as  Chairman  of  this  Committee,  my  ulti- 
mate goal  is  to  define  the  vital  role  that  GAO  will  be  called  to  per- 
form as  we  prepare  for  this  future,  and  I  look  forward  to  maintain- 
ing a  close,  cooperative  working  relationship  with  the  Comptroller 
General  and  his  management  team.  But  that  does  not  mean  there 
aren't  some  tough  questions  to  be  raised,  and  I  challenge  the  GAO 
to  find  answers  to  those  questions  and  make  the  adjustments  nec- 
essary to  give  it  the  credibility,  to  hold  itself  out  as  a  standard  by 
which  any  government  organization  should  measure  itself. 

Senator  Glenn. 

OPENING  STATEMENT  OF  SENATOR  GLENN 

Senator  Glenn.  Thank  you,  Mr.  Chairman. 

I  do  think  it  is  good  we  are  having  a  look  at  GAO.  This  whole 
process  started  back  in  the  spring  of  1993.  This  isn't  something 
that  just  happened  in  the  last  few  months.  We  had  talked  to  GAO 
about  when  was  the  last  time  anybody  had  come  in  and  really 
looked  at  GAO,  to  assess  and,  in  effect,  audit  the  auditors.  It  hadn't 
been  done  for  a  while.  While  Comptroller  General  Bowsher  had  had 
some  internal  groups  looking  at  its  processes,  we  felt  it  was  good 
to  have  an  outside  group  come  in  and  really  look  at  the  way  things 
were  going. 

There  was  an  original  proposal  for  $2  million  for  this  project.  We 
talked  to  the  National  Academy  of  Public  Administration,  and  they 
agreed  to  do  it  for  considerably  less  than  that,  for  which  we  thank 
them.  This  is  their  business,  looking  at  government,  and  we  appre- 
ciate the  work  that  they  have  done. 


I  think  they  have  done  a  good  job.  Comptroller  Bowsher  has 
looked  at  the  results  of  NAPA's  study  and  already  is  making  some 
of  the  changes  and  improvements  that  have  been  suggested.  They 
are  already  underway. 

I  was  glad  to  hear  the  Chairman  say  that  he  supports  GAO's 
work,  that  it  is  vital  and  that  this  is  an  effort  to  make  GAO  better, 
not  to  slash  their  budget  50  percent,  as  some  on  his  side  of  the 
aisle  have  suggested.  We  even  had  comments  in  the  paper  a  short 
time  ago  about  doing  away  with  GAO.  I  think  that  would  be  a  trag- 
edy. 

So  I  wanted  to  make  an  opening  statement  this  morning.  I  think 
it  is  appropriate  that  we  go  back  a  little  bit  and  understand  what 
we  have  been  getting  for  our  money  so  far.  I  think  GAO  has  basi- 
cally a  very  good  track  record. 

The  GAO  has  already  downsized  over  the  last  2  years,  about  12 
or  13  percent,  I  think.  I  believe  that  was  the  figure  that  we  had 
a  little  while  ago.  They  said  their  objective  is  to  downsize  by  25 
percent,  but  they  would  like  to  do  it  over  a  2-year  period,  into  1997, 
so  they  can  do  it  in  an  orderly  fashion. 

I  might  note  that  GAO  is  operating  now  with  about  the  same  size 
operation  as  it  had  back  in  1963  when  the  budget  for  the  United 
States  was  $100  billion.  We  now  have  a  budget  of  $1.5  trillion,  15 
times  as  large  and  far  more  complex.  To  think  that  we  can  just 
whack  25  percent  off  GAO's  budget  in  1  year,  which  has  been  pro- 
posed, as  I  understand  it,  by  the  Republican  Conference,  is  some- 
thing that  I  don't  think  we  can  do. 

So  let's  look  back  for  just  a  moment.  This  will  be  a  little  longer 
than  my  normal  opening  statements  that  I  try  to  keep  to  a  couple 
of  minutes.  I  think  it  is  important  that  we  set  the  stage  here  for 
what  we  are  talking  about. 

I  am  sure  we  can  make  some  internal  improvements  in  the  way 
GAO  operates  and  in  the  review  process  that  their  work  has  to  go 
through.  But  let's  look  at  what  GAO  has  produced  in  savings.  In 
the  long  term,  GAO  has  already  saved  more  in  the  1990's  than  dur- 
ing all  of  the  1980's,  and  it  is  a  very  substantial  amount.  In  the 
1980's,  GAO  could  look  at  their  record  and  say  that  they  had  saved 
about  $106  billion  through  that  decade,  and  they  can  document 
this.  This  isn't  just  something  that  is  ethereal.  It  is  something  they 
can  document. 

So  far  in  the  1990's,  GAO  can  point  to  savings  of  $119  billion  and 
can  document  those  savings.  So  if  we  put  it  on  a  cost-benefit  basis, 
for  every  dollar  appropriated  in  1994,  GAO  returned  $45.  I  think 
that  is  a  pretty  good  investment.  And  for  every  staff  year  spent  by 
GAO  in  the  1990's,  GAO  returned  $4.8  million. 

Moreover,  it  is  up  to  the  Congress  and  the  Executive  Branch  to 
implement  the  recommendations  that  GAO  makes.  GAO  can't  do  it. 
So  part  of  the  fault  for  not  having  achieved  even  greater  savings, 
it  seems  to  me,  is  ours.  We  need  only  look  in  the  mirror  to  identify 
who  may  be  at  fault  on  that  one.  If  you  take  GAO's  figures  of  what 
has  been  saved  over  the  last  15  years  or  so  here,  the  total  for  the 
1980's  and  the  1990's  so  far  comes  to  some  $225  billion,  and  these 
savings  can  be  documented. 

I  think  when  we  are  talking  about  GAO's  internal  workings  over 
here,  whether  we  can  save  a  little  bit  on  a  rug  there  or  a  different 


size  room  someplace  else,  while  cutting  out  one  spot  in  the  review 
process  that  will  save  a  few  hundred  thousand  dollars,  perhaps,  we 
also  have  to  look  at  the  bigger  picture. 

We  want  to  cut  out  mismanagement,  waste,  and  abuse.  Cer- 
tainly, we  want  to  do  that.  And  GAO  has  already  downsized,  as  I 
said,  by  some  12  to  13  percent.  But  we  also  want  to  do  it  in  a  way 
that  means  something  and  doesn't  interfere  with  the  operation  of 
GAO. 

Now,  let's  look  at  some  specific  savings,  some  major  savings  in 
1994  alone,  just  in  1994.  I  will  run  through  these  rather  rapidly. 
These  are  all  as  a  result  of  GAO  studies  that  came  back,  on  which 
we  took  action: 

Changed  corporate  tax  benefits  for  investment  in  Puerto  Rico,  re- 
sulting in  new  revenues  of  $1.3  billion; 

Required  DOE  to  submit  a  budget  request  with  an  analysis  of  its 
uncosted  obligations,  a  savings  of  $950  million; 

Redressed  a  problem  with  Medicare  overpayments  for  clinical  di- 
agnostic services.  With  the  resulting  cost  reductions,  we  now  have 
a  savings  over  2  years  of  $840  million; 

Implemented  a  GAO  recommendation  to  Congress  provided  for 
mandatory  IRS  offset  to  collect  non-tax  delinquent  debts,  resulting 
in  savings  of  over  $820  million; 

The  Air  Force,  as  a  result  of  a  GAO  report  concerning  excess  on- 
order  stocks,  will  save  almost  $600  million; 

Veterans'  Affairs  resolved  a  problem  in  estimating  housing  sub- 
sidies, leading  to  over  $450  million  subsequently  recovered  in  ex- 
cess housing  payments;  and 

We  also  abolished  the  fabled  wool  and  mohair  subsidies. 

Now,  this  subject  came  up  a  number  of  times,  but  I  think  I  can 
say  that  the  GAO  report  that  came  out  was  the  final  nail  in  the 
coffin.  We  will  realize  about  $200  million  in  savings  on  that  one. 

Now,  let  me  comment  personally.  As  the  former  Committee 
Chairman,  I  can  point  to  these  requests  to  GAO  and  what  resulted 
from  them  when  they  came  back.  And  let  me  say  there  has  been 
some  suggestion  in  the  past  that  whoever  was  in  control,  the  Ma- 
jority, had  the  inside  track  with  GAO.  I  would  note  that  so  far  this 
year  in  1995,  more  than  80  percent  of  the  requests  for  GAO  studies 
have  come  fi'om  the  Republican  side.  So  it  is  normal  that  the  Ma- 
jority, in  their  positions  of  leadership,  whether  on  the  Committee 
or  wherever,  are  the  ones  who  make  the  majority  of  requests.  And 
I  was  pursuing  my  job  as  Chairman  and  trying  to  get  efficiency  in 
government  in  making  requests,  and  I  made  quite  a  number  of 
them,  and  some  of  them  have  resulted  in  these  savings.  These  are 
just  major  savings  that  came  fi*om  major  reports  that  I  requested: 

We  had  a  reduction  in  the  1991  budget  for  chemical  stockpile  dis- 
posal program  of  $108.4  million; 

A  closeout  of  the  new  production  nuclear  reactor,  based  on  a 
GAO  report,  saved  a  total  overall,  we  can  estimate,  of  about  $3.5 
billion; 

The  FTS  2000,  the  Federal  Telecommunications  System  2000,  re- 
competition  bids  cut  back  government  expenditures  by  $145  mil- 
lion; 


By  fixing  DOD  "M"  accounts,  when  we  got  done  with  all  of  the 
negotiations  we  saved  $471  million.  This  resulted  fi"om  GAO  stud- 
ies; and 

We  also  cancelled  the  problem-plagued  IRS  taxpayer  service  inte- 
grated system  automation  project,  for  savings  of  $41  million. 

Now,  those  are  some  fairly  big-ticket  items.  Along  with  them 
come  a  lot  of  smaller  ones: 

Reducing  the  backlog  in  the  RTC  suspense  accounts,  $4.8  million; 

Improvements  in  Department  of  Agriculture's  IRM  activities, 
$4.4  miUion; 

Asset  forfeiture  improvements,  $1.2  million; 

Termination  of  unauthorized  vehicles  at  Lawrence  Livermore  Na- 
tional Laboratory,  $546,000; 

Lower  software  and  copier  prices,  $6  million;  and 

Recovery  of  Army  payroll  overpayments  by  DFAS,  $1.7  million. 

Now,  when  you  look  at  these  reports  that  we  have  used  as  a 
basis  for  taking  legislative  action,  literally  saving  money,  big-time 
money — we  are  talking  billions  of  dollars  here — they  came  from  an 
organization  that  is  operating  basically  at  the  same  size  it  was 
back  in  1963  and  is  still  doing  this  kind  of  work  for  us.  Mind  you, 
I  want  to  improve  all  of  GAO's  internal  procedures.  I  don't  want 
anyone  to  think  that  I  am  overboard  on  GAO.  But  some  of  the  re- 
ports GAO  produces  may  not  have  an  obvious  money  value  associ- 
ated with  them.  Some  of  them  involve  other  things. 

How  about  GAO's  look  at  the  stability  of  the  U.S.  chemical  weap- 
ons stockpile,  so  we  don't  wind  up  in  trouble  there?  These  types  of 
reports  don't  necessarily  involve  cost  savings,  but  they  are  certainly 
protecting  health  and  safety  of  the  public. 

Patient  survival  on  mastectomies  versus  breast  conservation  was 
another  study  that  GAO  did  that  is  a  new  sort  of  guide  on  the  sub- 
ject. 

Risks  of  financial  derivatives — GAO  was  one  of  the  first  to  point 
out  dangers  with  derivatives — where  Orange  County  got  into  deep 
and  serious  trouble,  and  where  we  have  to  v/atch  out. 

States  using  illusory  approaches  to  shift  costs  to  the  Federal 
Government  on  Medicaid  was  another  study. 

Future-year  DOD  programs.  This  report  was  requested  by  Sen- 
ator Roth,  our  Chairman.  The  subtitle  is:  Optimistic  estimates  lead 
to  billions  in  over-programming. 

How  to  make  Soviet-designed  reactors  more  safe? 

"C-17  Settlement:  Not  a  Good  Deal"  was  the  title  of  another 
GAO  report.  We  are  using  that  to  look  into  the  C-17  matter. 

Exposure  of  children  in  public  housing  to  lead-based  paint  poi- 
soning risks  is  another  subject. 

We  could  go  on  and  on  with  many  more  examples,  which  I  won't 
do  this  morning.  We  would  take  up  all  of  our  time  with  just  our 
recitation  of  past  reports.  But  I  think  it  is  very,  very  important. 

At  a  time  when  congressional  staffs  have  been  cut  and  IG  offices 
are  downsizing  somewhat,  I  think  we  have  to  be  very  careful  about 
further  limiting  our  investigative  and  auditing  capacity  that  we 
have  here  in  the  Congress. 

These  benefits  are  not  always  reflected  in  dollar  figures,  as  I  just 
indicated.  This  Committee  has  put  on  the  books  the  Chief  Financial 
Officers  Act,  which  was  termed  in  one  of  our  hearings  as  "the  best 
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step  forward  in  40  years  in  financial  management."  GAO  performs 
a  vital  function  under  the  Act,  doing  the  auditing,  and  they  don't 
have  nearly  enough  people  to  do  that.  We  had  to  make  three  basic 
pilot  projects  just  to  get  started  because  GAO  didn't  have  enough 
people  to  go  government-wide  on  it  as  soon  as  we  would  like  to 
have  seen.  So  there  will  be  a  rotating  check  each  year  of  different 
organizations  in  government,  and  that  is  to  follow — that  is  some- 
thing that  will  go  on  day  after  day,  year  after  year,  as  part  of  the 
CFO  Act — in  addition  to  what  we  did  with  the  IGs  in  those  same 
areas. 

This  is  not  a  small  matter.  We  have  some  200  different  account- 
ing systems  in  government.  We  have  160  different  accounting  sys- 
tems in  the  Department  of  Defense  alone — 43  different  accounting 
systems  in  the  Army  by  itself. 

These  are  areas  that  GAO  has  looked  into  and  has  pointed  out 
the  problems.  GAO  is  trying  to  straighten  these  things  out,  and 
doing  a  great  job  over  in  the  Department  of  Defense  because  we  fol- 
lowed that  one  in  particular,  in  trying  to  improve  financial  man- 
agement in  DOD.  The  Government  Performance  and  Results  Act, 
which  was  our  Chairman's  piece  of  legislation,  mandates  GAO  to 
be  intricately  involved  in  that  process,  particularly  in  auditing  of 
agency  financial  statements. 

On  the  floor  just  a  couple  of  days  ago,  Senator  Domenici  also 
called  upon  GAO  to  examine  whether  proper  procedures  were  fol- 
lowed by  agencies  in  proposing  significant  new  regulations.  Regu- 
latory reform  is  something  that  will  be  on  the  floor  in  just  a  few 
weeks.  We  have  already  passed  it  out  of  this  Committee.  These  are 
things  that  concern  me  when  we  say  we  are  going  to  cut  GAO  back 
by  25  percent. 

I  think  NAPA  has  done  a  good  job  in  setting  out  some  guidance 
for  internal  improvements  and  how  we  might  handle  things  in 
making  GAO  a  paragon  of  efficiency.  And  there  can  be  improve- 
ments at  GAO,  and  the  Comptroller  is  taking  action  to  do  some  of 
the  things  NAPA  recommended.  I  don't  know  whether  we  have  to 
prod  him  into  going  farther  than  he  would  like  to  go  or  not.  I  cer- 
tainly don't  know  that  we  need  to  at  this  time.  I  think  he  has  been 
doing  a  pretty  good  job  in  seeking  improvement. 

So  I  want  to  thank  NAPA.  This  Committee  had  the  GAO  over- 
sight hearing  scheduled  last  fall,  at  the  request  of  the  then-minor- 
ity. Most  of  the  Members  on  that  side,  however,  then  requested 
that  the  hearing  that  we  had  scheduled  to  release  the  report  be  put 
off  until  this  year.  I  honored  that  request,  and  that  is  why  the 
hearing  was  put  off  from  the  time  the  report  first  became  available 
last  fall. 

I  look  forward  to  working  with  the  Minority  Members  on  the 
Committee  on  improving  GAO's  functions  and  how  they  do  their  job 
over  there.  I  think  we  can  make  an  excellent  case  for,  instead  of 
cutting  GAO  25  percent,  increasing  GAO  25  percent  and  get  back 
even  more  of  the  money  that  I  was  talking  about  here  just  a  few 
moments  ago.  I  am  not  proposing  that  this  morning.  I  know  that 
might  fall  on  deaf  ears.  We  do  appreciate  very  much  the  work  that 
NAPA  has  done  in  this  area,  and  I  thank  them  for  their  work. 

I  would  like  to  submit  a  full  statement  for  the  record  in  addition 
to  this  statement,  which  has  gone  on  for  a  little  while,  I  know. 


[The  prepared  statement  of  Senator  Glenn  follows:] 

PREPARED  STATEMENT  OF  SENATOR  GLENN 

I  want  to  thank  Chairman  Roth  for  holding  this  hearing  today,  and  welcome  our 
witnesses. 

I  have  a  lot  to  say  and  will  try  and  make  it  succinct. 

First,  let  me  stress  that  this  hearing,  I  think,  is  not  about  abolishing  GAO.  The 
Chairman,  unlike  some  others  in  his  party,  has  indicated  that  he  believes  GAO  has 
an  important  mission  and  is  an  invaluable  tool  for  both  Congress  and  the  Executive 
Branch.  I  am  glad  to  hear  that  reemphasized  today. 

I  intend  to  support  efforts  aimed  at  reducing  costs.  If  there  are  gains  we  can 
achieve  by  eliminating  duplication,  streamlining  the  process,  and  lowering  adminis- 
trative and  other  overhead  expenses,  we  should  take  full  advantage. 

I  will,  however,  vociferously  oppose  such  actions  if  they  go  too  far  and  will  impede 
GAO's  ability  to  carry  out  its  basic  responsibilities.  We  are  told  that  the  Republican 
Conference  has  agreed  upon  a  25  percent  reduction  in  GAO's  budget  for  fiscal  year 
1996.  But  I  am  not  a  party  to  that  "agreement",  nor  have  I  been  privy  to  any  of 
those  discussions. 

Yes,  I  will  admit  to  being  just  a  little  biased. 

We  have  spent  a  great  deal  of  time  hammering  out — with  leadership  by  the  Chair- 
man— a  new  regulatory  reform  process  which  emphasizes  cost-benefit  analysis. 
While  the  purpose  of  this  hearing  is  to  see  where — and  whether — GAO  can  cut  its 
costs,  we  also  must  determine  how  that  might  affect  what  benefits  GAO  produces. 
That  is  also  part  of  the  equation. 

For  example,  I'd  like  to  recite  a  few  GAO  investigations  done  at  my  request  which 
have  ultimately  resulted  in  savings  to  the  government,  but  more  importantly,  the 
taxpayer: 

•  Reduction  of  the  fiscal  year  1991  Budget  for  the  Chemical  Stockpile  Disposal 
Program.  $108.4  million. 

•  Closeout  of  New  Production  Reactor.  $3.5  billion. 

•  FTS  2000  Recompetition  Bids.  $145  million. 

•  DOD  "M"  Accounts.  $471  million  total. 

•  Cancellation  of  the  problem-plagued  IRS  Taxpayer  Service  Integrated  System 
Automation  Project.  $41  million. 

These  are  just  the  "big-ticket"  items.  It  doesn't  include  millions  of  dollars  saved 
through  other  investigations  done  at  my  request.  Things  like:  Reducing  the  Backlog 
in  RTC  Suspense  Accounts  ($4.8  million);  Improvements  in  USDA's  IRM  Activities 
($4.4  million);  Asset  Forfeiture  Improvements  ($1.2  million);  Termination  of  costly 
and  unauthorized  vehicles  by  Lawrence  Livermore  National  Laboratory  ($546,000); 
Lower  Software  and  Copier  Prices  (nearly  $6  million),  and;  Recovery  of  Army  Pay- 
roll Overpayments  by  DFAS  ($1.7  million  so). 

At  a  time  when  Congressional  staffs  have  been  cut  and  IG  offices  are  about  to 
downsize  themselves,  we  must  be  very  careful  about  further  eroding  our  investiga- 
tive and  auditing  capacity. 

Moreover,  GAO's  value  is  not  always  apparent  in  dollar  figures.  This  Committee 
has  taken  major  strides  towards  finally  putting  the  government's  books  in  order, 
through  the  enactment  of  the  Chief  Financial  Officers  (CFO)  Act,  and  determining 
the  effectiveness  of  government  programs,  with  the  Government  Performance  and 
Results  Act  (GPRA).  We  have  asked — in  some  cases,  mandated — GAO  to  be  intri- 
cately involved  in  this  process,  particularly  in  the  auditing  of  agency  financial  state- 
ments. 

In  fact,  I  note  just  the  other  day — on  the  floor  of  the  U.S.  Senate — an  amendment 
was  offered  by  Senator  Domenici  which  calls  upon  GAO  to  examine  whether  proper 
procedures  were  followed  by  agencies  in  proposing  significant  new  regulations.  And 
just  yesterday,  our  distinguished  Chairman  introduced  a  new  DOD  procurement  bill 
which,  among  other  things,  requires  GAO  to  review  DOD's  contract  pa5Tnent  proce- 
dures and  develop  standards  accordingly. 

I'm  not  sure  whether  it's  possible  to  measure  in  dollars  the  results  of  GAO  con- 
tributions in  exposing  the  dangers  at  our  deteriorating  nuclear  weapons  plants, 
identifying  weaknesses  in  the  regulation  and  management  of  derivatives,  or  disclos- 
ing serious  problems  in  FDA's  oversight  of  medical  device  manufacturers.  Much  of 
the  work  done  by  GAO  may  simply  just  result  in  making  government  work  better, 
whether  it's  protecting  American  lives  or  their  hard-earned  money. 

Sure,  GA()  is  not  always  perfect.  They,  like  any  large  organization,  make  mis- 
takes. 
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If  I  had  my  way,  they  would  cut  down  on  the  time  it  takes  to  produce  their  re- 
ports, particularly  in  the  review  process  which  seems  to  add  an  inordinate  delay. 
We  do  not  always  have  the  luxury  of  time  around  here  and  the  last  thing  you  want 
is  a  nice  blue  cover  report  after-the-fact. 

The  other  area  they  need  to  work  on  is  simply  being  straightforward:  Don't  mince 
words;  tell  it  like  it  is.  Lay  out  the  facts  and  let  the  chips  fall  where  they  may, 
whether  I  happen  to  agree  with  their  findings  or  not.  Tell  me  who  is  responsible 
or  accountable,  not  that  "general  management  practices  are  deficient". 

One  final  area  I  want  to  address  is  the  NAPA  report,  undertaken  in  close  con- 
sultation with  Senator  Roth  and  paid  for  largely  by  Committee  funds. 

It  is  a  comprehensive  report  on  the  role  and  mission  of  GAO.  It  makes  several 
good  recommendations  governing  what  GAO  does,  how  they  should  do  it,  and  where 
Congress  fits  in. 

It  is  worth  noting,  however,  that  NAPA  found  no  evidence  of  partisan  political, 
or  other  bias  in  GAO's  work.  Further,  they  recommended  against  malung  any 
changes  in  GAO's  statutory  charter  at  this  time,  though  I  know  some  Members  in 
Congress  would  like  to  do  just  that. 

Obviously,  auditing  and  evaluation  go  hand-in-hand.  In  my  judgment,  to  have  one 
without  the  other  would  not  be  very  useful. 

GAO  is,  therefore,  going  to  sometimes  enter  the  arena  of  policy,  a  very  hostile 
arena  at  that.  Dare  I  say  that  sometimes  it  almost  becomes  the  sacrificial  lamb.  We 
tend  to  shoot  the  messenger  around  here,  rather  than  the  message. 

An  example  contained  in  the  NAPA  report  bears  this  out.  It  mentions  that  one 
evaluator,  during  the  review  process,  had  to  defend  his  work  some  27  times  before 
GAO  published  it.  According  to  NAPA: 

"In  this  example,  the  study  had  become  controversial  even  though  it  was 
grounded  solidly  in  fact,  because  the  underl3dng  program  is  strongly  supported 
by  some  congressional  members  and  sharply  criticized  by  others." 

Now,  whether  the  subject  was  grazing  fees,  government  hydroelectric  rates,  pea- 
nuts or  tobacco  subsidies,  the  SuperConducting  SuperCollider  (SSC),  or  the  B-2 
Bomber,  is  not  important.  But  it  is  indicative  of  the  fact  that  sometimes  feathers 
may  get  ruffled,  particularly  when  they're  plucked  from  one's  home  State  or  district. 

In  closing,  I  just  want  to  point  out  that  last  October,  when  I  was  Chairman,  we 
had  scheduled  a  Committee  hearing  to  coincide  with  the  release  of  the  NAPA  report. 
That  was  postponed  at  the  urging  of  every  Member  on  the  other  side,  with  the  objec- 
tion that  a  subject  of  this  magnitude,  to  do  it  justice,  should  not  be  considered  in 
the  waning  days  of  Congress. 

I  did  want  to  note  this  for  the  record,  not  to  cast  blame  or  aspersion  in  any  way. 
But  I  do  think  if  we  had  had  that  hearing — on  GAO's  role  and  mission — it  would 
have  put  today's  hearing  in  the  proper  context.  Before  we  adjudge  how  much  of  a 
hit — and  over  what  time — GAO  can  take  it,  I  think  it  would  have  been  wise  to  ex- 
amine exactly  what  GAO  does,  and  means,  to  Congress,  the  Executive  Branch,  and 
the  American  people. 

Thank  you. 

Senator  GLENN.  I  also  would  like  to  enter  into  the  record  a  state- 
ment by  Senator  Dorgan,  who  could  not  be  here  today,  and  he 
wanted  me  to  read  his  whole  statement  in  the  record.  I  will  sum- 
marize it  briefly  here.  He  is  out  there,  because  of  some  Base  Clos- 
ing Commission  work,  at  two  air  bases  in  North  Dakota  and 
wouldn't  be  able  to  be  here  today.  He  has  been  involved  with  GAO 
the  past  15  years  and  found  them  to  be  extraordinarily  helpful. 
They  have  been  involved  in  complicated  tax,  economic,  and  finan- 
cial issues  at  his  request.  Their  work  is  professional,  thorough,  ab- 
solutely independent  and  invaluable  for  Congress.  I  ask  unanimous 
consent  that  his  entire  statement  be  included  in  the  record. 

[The  prepared  statement  of  Senator  Dorgan  follows:] 

PREPARED  STATEMENT  OF  SENATOR  DORGAN 

Mr.  Chairman,  because  the  Base  Closing  Commission  is  visiting  two  air  bases  in 
my  State  today,  I'm  necessarily  required  to  be  in  North  Dakota.  Regretfully,  I  will 
miss  this  important  hearing  on  the  subject  of  the  effectiveness  of  the  General  Ac- 
counting Office  (GAO). 
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I  have  been  involved  in  many  study  requests  of  the  GAO  over  the  past  15  years, 
and  I  want  to  relate  my  experiences  with  the  GAO. 

I've  found  the  GAO  to  be  extraordinarily  helpful  and  effective  in  examining  and 
evaluating  some  very  difficult  subjects  and  providing  answers  that  can  be  used  for 
legislative  guidance  on  a  wide  range  of  matters. 

They've  been  involved  in  complicated  tax,  economic  and  financial  issue  studies  at 
my  request,  and  I  have  always  felt  their  work  was  professional,  thorough  and  abso- 
lutely independent. 

I  think  it  is  invaluable  for  Congress,  whether  led  by  Republicans  or  Democrats, 
to  have  a  fiercely  independent,  nonpartisan  organization  like  the  GAO  to  do  the  re- 
search and  investigations  necessary  to  provide  a  base  of  information  with  which  to 
guide  good  legislative  policy. 

I  commend  the  GAO  for  its  excellent  work,  and  I  hope  the  Congress  will  see  the 
merit  of  continuing  this  fine  organization. 

Senator  Glenn.  NAPA,  Mr.  Campbell,  we  thank  you  very  much 
for  your  efforts. 

Senator  COHEN  [presiding].  Senator  Glenn,  thank  you  for  that 
very  dispassionate  expression  of  support  for  GAO.  [Laughter.] 

Senator  Grassley. 

OPENING  STATEMENT  OF  SENATOR  GRASSLEY 

Senator  Grassley.  Well,  I  think  you  have  heard  two  excellent 
statements  by  our  leaders  about  GAO,  one  asking  for  introspection 
and  a  detailed  effort  to  make  sure  that  the  taxpayers'  money  is 
well  spent,  and  you  have  heard  another  leader  say  that  GAO  does 
a  very  good  job.  I  don't  know  how  we  can  disagree  with  those  state- 
ments. 

Today,  I  am  going  to  associate  myself  more  closely  to  the  opening 
statement  of  our  Chairman.  I  go  back  as  a  launching-off  point  for 
my  point  of  view  today  to  what  the  Senate's  first  action  was  this 
year:  A  bill  that  will  never  get  much  public  attention,  but  when  we 
applied  the  laws  that  we  have  exempted  ourselves  fi-om  to  the  Con- 
gress for  the  first  time,  I  think  it  was  a  very  symbolic  act.  It  said 
that  we  are  going  to  lead  by  example,  not  by  rhetoric.  More  impor- 
tant, it  was  meant  to  restore  credibility  with  the  people.  Our  credi- 
bility had  eroded. 

With  the  passage  of  that  one  act,  the  Congress  has  gone  a  long 
ways  towards  restoring  our  credibility  as  an  institution.  I  raise  this 
point  for  the  Members  of  this  Committee  because  I  think  there  is 
a  parallel  with  the  subject  of  this  hearing. 

I  read  the  report  by  the  Committee's  professional  staff  that  re- 
viewed the  GAO's  management.  I  have  to  say  that  it  really  raised 
my  eyebrows.  The  staff  review  confirmed  many  of  the  key  findings 
and  recommendations  of  the  NAPA  report.  Among  the  staffs  find- 
ing is  that  GAO's  average  cost  per  job  is  $396,000.  By  improving 
GAO's  use  of  modern  analytical  methods  and  computers,  the  aver- 
age cost  per  job  could  be  reduced  to  $194,000.  That  alone  would 
save  $147  million,  or  33  percent  of  the  GAO's  budget.  In  addition, 
overhead  costs  could  be  reduced  significantly  from  the  current  30 
percent  of  the  GAO  budget.  ^ 

So,  Members  of  this  Committee,  I  think  it  is  very  imperative  that 
the  Congress  and  the  public  have  utmost  confidence  that  their  No. 
1  watchdog  is  watchdogging  not  just  other  Federal  agencies,  but  it- 
self as  well.  So,  to  me,  that  also  is  a  matter  of  credibility.  How  can 
Congress'  auditing  arm,  which  is  charged  with  finding  waste  and 


^  Staif  report  appears  in  the  Appendix  on  page  89. 
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mismanagement  in  other  agencies,  have  credibihty  when  it  is  itself 
replete  with  waste  and  mismanagement?  At  least,  that  is  how  I 
read  this  staff  report. 

I  am  saying  this  as  a  Senator  who  has  been  a  long-time  customer 
of  the  General  Accounting  Office,  and  I  have  long  praised  the  GAO 
for  its  good  work.  As  the  Comptroller  General  knows,  I  have  been 
supportive  of  him  and  his  office  when  warranted,  and  I  have  been 
tough  on  him  when  it  was  needed.  And  I  think  now  is  a  critical 
time  to  be  tough  again. 

I  don't  know  about  other  Members,  but  I  view  this  kind  of  tough- 
ness as  constructive  and  in  the  best  interest  of  the  GAO  and  its 
service  to  the  Congress  and  the  people  of  this  country.  I  hope  that 
Mr.  Bowsher  will  show  a  commitment  to  working  with  us  to  im- 
prove GAO's  effectiveness,  whether  it  means  a  25-percent  budget 
cut  or  whatever  amount  is  ultimately  cut.  And  I  hope  that  we  are 
all  mindful  of  how  very  important  it  is  for  our  No.  1  watchdog  to 
watchdog  itself,  because  it  is  an  issue  of  credibility. 

When  it  comes  to  management  of  resources,  GAO  must  be  like 
Caesar's  wife — above  reproach. 

So,  to  the  Members  of  this  Committee,  and  particularly  to  our 
Chairman,  I  want  to  commend  him  for  his  leadership  on  this  mat- 
ter, and  I  look  forward  to  working  with  the  Chairman  and  Mr. 
Bowsher  to  improve  the  General  Accounting  Office's  effectiveness. 

I  would  like  to  commend  the  work  of  the  Committee  staff  for  the 
review  that  they  conducted  as  well  as  the  report  given  to  us  by 
NAPA.  Thank  you. 

Senator  COHEN.  Senator  Pryor. 

OPENING  STATEMENT  OF  SENATOR  PRYOR 

Senator  Pryor.  Senator  Cohen,  thank  you. 

Senator  Levin  just  asked  Senator  Lieberman  how  long  his  state- 
ment was  going  to  be,  and  Senator  Lieberman  responded:  I  don't 
know.  I  haven't  given  it  yet.  So  I  will  try  to  make  mine  very  quick 
because  we  are  in  the  last  2  minutes  of  a  vote. 

Mr.  Chairman  and  colleagues,  I  just  want  to  express  my  support 
for  the  General  Accounting  Office.  I  cannot  do  it  in  terms  strong 
enough.  I  do  not  know  of  any  department  or  any  agency  of  the  Fed- 
eral Government  that  in  the  last  5  years  has  given  us  $57  back  for 
every  $1  it  received  in  appropriations.  There  is  no  match  for  that 
record. 

I  am  looking  at  this  chart  here  that  indicates  the  number  of  re- 
views. I  assume  that  is  to  show  the  bureaucratic  tendencies  of  the 
General  Accounting  Office.  But,  Mr.  Chairman,  I  don't  care  how 
many  steps  are  in  this  process  for  the  General  Accounting  Office, 
as  long  as  the  bottom  line  says  that  they  are  giving  us  the  facts 
as  they  see  them — from  an  independent  auditing  agency,  the  facts 
as  they  see  them. 

I  have  never  known  the  General  Accounting  Office  not  to  supply 
those  facts  to  us,  as  individuals  or  especially  to  this  Committee, 
which  has  used  them  so  often  to  help  save  the  taxpayers'  dollars. 

In  1997,  the  General  Accounting  Office  is  going  to  have  less  than 
4,000  employees,  making  it  the  smallest  that  GAO  has  been  since 
the  1930's.  I  don't  know  of  another  agency  that  will  match  those 
figures,  Mr.  Chairman.  I  think  they  do  an  excellent  job.  There  may 
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be  some  streamlining  that  we  want  to  prod  them  on,  and  if  so,  I 
think  we  should.  But  every  now  and  then  I  think  that  we  need  to 
pass  out  some  bouquets,  and  I  would  like  to  pass  one  out  today  to 
the  General  Accounting  Office. 

OPENING  STATEMENT  OF  SENATOR  COHEN 

Senator  COHEN.  Thank  you  very  much,  Senator  Pryor. 

Knowing  fi'om  past  experience  that  Senator  Lieberman  will  give 
a  very  lengthy  statement,  I  am  going  to  take  just  a  couple  of  min- 
utes before  we  depart;  for  the  vote  on  the  floor  right  now. 

I  think  it  is  important  that  we  have  these  hearings.  I  commend 
the  Chairman  for  calling  the  hearing  because  we  know  that  there 
are  lawyers  who  advise  clients  and  never  write  a  will  for  them- 
selves, there  are  doctors  who  examine  patients  and  never  have  an 
annual  physical,  there  are  auditors  in  government  who  audit  other 
people's  financial  arrangements  and  never  look  to  their  own  house 
to  see  that  it  is  in  order.  So  it  is  important  that  we  have  this  t5rpe 
of  hearing. 

I  must  say  Senator  Roth  has  raised  a  key  issue,  as  has  Senator 
Grassley.  Who  is  at  fault?  And  it  seems  to  me  that  Congress  is  the 
one  that  is  making  all  the  demands.  We  are  the  ones  who  call  upon 
GAO  for  virtually  everything,  myself  included.  I  could  go  around 
this  table  and  ask  how  many  of  us  have  turned  to  the  GAO:  Tell 
me  about  DOD.  How  much  are  they  spending  to  process  travel 
vouchers?  How  much  are  we  wasting  on  health  care  fraud?  Is  it 
$100  billion?  Who  do  I  turn  to  for  that?  I  turn  to  the  GAO. 

As  Senator  Roth  has  talked  about,  we  have  now  passed  a  new 
bill  dealing  with  federal  regulations,  and  we  say,  "Well,  who  is 
going  to  analyze  the  regulations  passed  down  by  the  Executive 
Branch?  Are  we  going  to  give  it  to  0MB?"  And  how  many  of  us  on 
this  side  of  the  aisle  will  then  say,  "Well,  the  Federal  agencies  have 
issued  these  new  regulations  that  are  supposed  to  show  the  cost/ 
benefit  analysis  and  risk  assessment?  The  administration  may  tell 
us  that  0MB  has  checked  it  out,  and  it  is  OK." 

Now,  how  many  of  us  on  this  side  of  the  aisle  are  going  to  say, 
"Wait  a  minute,  we  don't  really  trust  the  Executive  Branch.  We 
think  we  have  to  have  an  independent  analysis  by  Congress,  i.e., 
the  GAO." 

So  I  think  we  have  got  to  be  careful  here  as  we  look  at  what  we 
are  asking  of  the  GAO,  and  I  think  the  Chairman  is  correct.  I  don't 
know  how  we  supervise  ourselves  and  insist  upon  some  standards 
of  restraint,  because  every  time  we  come  up  with  a  tough  issue,  the 
first  thing  we  do  is  pick  up  the  phone  and  call  Chuck  Bowsher:  G«t 
me  a  report,  get  me  an  analysis,  get  me  something  that  I  can  show 
we  are  wasting  our  expenditures. 

Mr.  Chairman,  I  support  you  in  this  effort  to  look  at  GAO.  I  sup- 
port bringing  the  NAPA  study  before  the  Congress.  But  I  think  we 
have  to  proceed  with  some  caution  in  terms  of  the  GAO.  I  have  not 
found  the  abuses,  fi-ankly,  in  terms  of  a  political  abuse  that  has 
been  alleged  in  the  past.  They  have  always  served  me  well,  and  I 
hope  that  they  will  continue  to  serve  all  of  us  well  in  the  future. 

With  that,  I  note  that  we  have  maybe  2  minutes  left  before  the 
vote  expires  on  the  Senate  floor.  I  have  delayed  long  enough  so 


14 

Senator  Lieberman  has  to  leave  with  me  and  go  over  and  vote.  And 
I  will  have  more  to  say  about  this  later. 

Thank  you,  Mr.  Chairman.  [Laughter.] 

Senator  LlEBERMAN.  Mr.  Chairman,  I  was  going  to  move  for  clo- 
ture. [Laughter.] 

OPENING  STATEMENT  OF  SENATOR  LIEBERMAN 

Senator  LlEBERMAN.  Senator  Cohen  and  others  here  have  spoken 
so  much  to  the  point  that  I  will  be  brief.  Actually,  I  was  thinking 
that  I  should  begin  my  remarks  by  singing  that  tune  from  Simon 
and  Garfunkel,  "Where  have  you  gone,  Joe  DiMaggio,  the  Nation 
turns  its  lonely  eyes  to  you,"  which  is  a  song  about  heroes.  And 
there  is  an  unsettling  quality  to  this  proceeding,  because  I  must 
say  that  in  my  time  here  in  the  Senate,  the  folks  at  GAO  have  real- 
ly been  some  of  my  foremost  heroes.  And  so  to  have  their  efficiency 
questioned  is  unsettling. 

But  no  one  is  perfect.  We  all  are  humans  and,  therefore,  imper- 
fect, and  therefore,  all  of  us  can  stand  review.  But  I  must  say,  just 
to  echo  what  has  been  said  before,  that  I  begin  this  proceeding  with 
a  true  bias,  which  is  in  favor  of  GAO.  The  fact  is  that  in  this  budg- 
et of  ours,  the  Federal  budget  that  has  grown  to  now  over  $1.5  tril- 
lion— hard  to  imagine  that  much  money  being  spent  in  1  year — we 
have  too  little  management,  not  too  much;  we  have  too  little  over- 
sight, not  too  much;  we  have  too  little  focus  on  efficiency,  not  too 
much. 

And  GAO  really  has  been  the  source  of  much  of  that  manage- 
ment advice.  It  has  helped  in  becoming  more  efficient,  and  helped 
the  Congress  in  performing  part  of  our  function  that  we  don't  per- 
form very  well.  It  is  easy  enough  to  authorize  programs,  too  easy 
to  finance  them,  to  fund  them,  not  so  easy  to  find  out  what  hap- 
pened after  all  that  occurs.  We  walk  away,  too  often,  and  that  has 
been  the  role  of  this  Committee,  to  oversee,  to  look  back,  and  to 
check  efficiency  and  whether  the  programs  are  achieving  their 
goals.  And  our  staff  has  helped  us  extraordinarily  well  over  the 
years,  but  GAO  really  has  been  right  at  the  forefront  of  that. 

So  I  begin  with  a  bias  and  a  hope  that  we  will  not  do  damage 
to  GAO  in  the  critical  work  it  performs  for  us  and  the  American 
taxpayers  as  we  expose  it  to  the  review  that  all  of  us  as  humans 
deserve  to  be  exposed  to  every  now  and  then. 

Thank  you,  Mr.  Chairman. 

Chairman  ROTH.  Thank  you.  Senator  Lieberman. 

I  am  going  to  proceed  with  the  first  panel  in  the  interest  of  con- 
serving time.  I  know  a  number  of  Senators  may  have  not  had  the 
opportunity  to  make  their  opening  remarks,  so  with  your  kind  in- 
dulgence, once  they  come  back,  we  will  interrupt  and  give  them 
that  opportunity. 

First  of  all,  let  me  welcome  you  here.  We  have  three  witnesses 
from  the  National  Academy  of  Public  Administration:  Scott  Fosler, 
the  President;  Scotty  Campbell,  who  is  Chairman  of  the  NAPA 
panel;  and  Annmarie  Walsh,  who  is  the  Project  Director. 

It  is  a  pleasure  to  have  you.  I  will  let  you  proceed  as  you  will. 
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TESTIMONY  OF  R.  SCOTT  FOSLER,i  PRESIDENT,  AND  ALAN  K. 
"SCOTTY"  CAMPBELL,!  PANEL  CHAIR,  NATIONAL  ACADEMY 
OF  PUBLIC  ADMINISTRATION;  ACCOMPANIED  BY  ANNMARIE 
WALSH,  PROJECT  DIRECTOR 

Mr.  FOSLER.  Thank  you  very  much,  Mr.  Chairman.  I  am  Scott 
Fosler,  President  of  the  National  Academy  of  PubUc  Administra- 
tion. The  Academy  is  a  non-profit,  non-partisan  organization  char- 
tered by  Congress  to  identify  emerging  issues  of  governance  and 
pubHc  management  and  to  provide  independent  advice  to  Congress 
and  other  decisionmakers  on  how  to  improve  the  effectiveness  and 
efficiency  of  government.  The  Academy's  membership  consists  of 
more  than  400  individuals  elected  by  their  peers  for  their  distin- 
guished contribution  to  public  service,  and  these  include  current 
and  former  Members  of  Congress,  Cabinet  officers,  governors,  may- 
ors, jurists,  public  managers  at  all  levels,  business  executives,  and 
scholars. 

As  you  have  mentioned,  we  were  asked  by  this  Committee  in 
1993  to  conduct  a  study  of  the  roles,  mission,  and  operation  of  the 
General  Accounting  Office.  The  Academy  panel  assembled  for  the 
study  completed  its  report  in  August  of  1994,  and  the  report  was 
released  as  a  Committee  print  in  October  of  1994. ^ 

You  have  already  mentioned  Dr.  Alan  Campbell,  who  is  a  Fellow 
of  the  Academy  and  chaired  the  Academy  panel  on  this  topic.  And 
to  his  left  is  Dr.  Annmarie  Walsh,  also  an  Academy  Fellow,  who 
was  the  project  director  for  the  study.  We  have  included  informa- 
tion on  both  Dr.  Campbell  and  Dr.  Walsh  and  other  members  of  the 
panel  as  an  attachment  to  this  testimony. 

Dr.  Campbell  will  highlight  key  findings  in  the  panel's  report, 
and  then  Dr.  Walsh  and  I  will  be  pleased  to  answer  any  of  the 
Committee's  questions,  along  with  Dr.  Campbell. 

Mr.  Campbell.  Mr.  Chairman,  I  am  pleased  to  have  the  oppor- 
tunity of  summarizing  briefly  the  content  of  the  report.  I  must  say 
that  in  your  opening  comments,  many  of  the  summary  comments 
you  made  are  duplicative  of  what  I  am  going  to  say,  and  in  recogni- 
tion of  that,  I  shall  try  to  shorten  my  comments. 

I  do  want  to  acknowledge  the  contribution  made  by  all  the  mem- 
bers of  the  panel  and  do  urge  the  Committee  to  look  at  that  list 
of  panel  members,  because  it  was  a  very  distinguished  and  very  di- 
verse group. 

I  am  pleased  that  we  were  able  to  unanimously  agree  on  the 
findings  and  recommendations  in  that  report  with  one  small  excep- 
tion, which  we  can  comment  on  later  if  you  wish. 

I  particularly  want  to  thank  Annmarie  Walsh  for  her  leadership 
in  leading  the  staff  in  working  on  the  report  and  in  bringing  the 
kind  of  background  and  expertise  she  has  to  this. 

The  full  report  was  delivered  to  the  Committee  in  October,  and 
we  are  pleased  with  this  opportunity  to  provide  you  with  a  sum- 
mary of  its  content.  In  doing  that,  I  want  to  emphasize  basically 
four  points. 

First,  the  GAG  performs  functions  that  are  valuable  to  Congress, 
to  government  in  general,  and  to  the  American  public — functions 


1  The  prepared  statement  of  Mr.  Fosler  and  Mr.  Campbell  appears  on  page  69. 

2  The  study  entitled  "The  Roles,  Mission  and  Operation  of  the  U.S.  General  Accounting  Office," 
October  1994  (S.  Prt.  103-87)  appears  in  the  Appendix  on  page  95. 
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that  are  growing  in  importance,  as  the  Members  of  this  Committee 
have  already  stated  in  their  comments.  Cost  analysis,  economy  and 
efficiency  auditing,  contributions  to  improving  financial  manage- 
ment and  information  systems,  performance  auditing  and  selective 
program  evaluation  are  crucial  functions,  particularly  in  an  era  of 
stringent  budgeting,  changing  programs,  and  the  re-engineering  of 
processes  that  is  going  on  across  the  government,  as  well  as,  I 
might  add,  in  the  private  sector. 

The  point  to  be  emphasized  is  that  when  major  changes  are  oc- 
curring— particularly  when  operational  decisionmaking  is  being  de- 
centralized— auditing,  evaluation,  and  performance  measurement 
become  enormously  important.  Congressional  staff  and  executive 
agency  resources  for  these  activities  are  declining  and  apparently 
will  continue  to  decline.  The  panel  found  that  GAO  at  its  best  is 
a  vital  resource  to  Congress,  to  government,  and  to  the  public  in 
general.  Within  the  context  of  changes  currently  being  made  and 
contemplated,  that  importance  is  likely  to  increase. 

Our  panel  did  conclude  that  GAO  "gotcha"  reports — that  is,  nar- 
row findings  suitable  for  headlines  that  a  public  agency  is  doing 
something  wrong,  or  could  do  something  better — are  often  not  use- 
ful. Historically,  they  do  not  lead  to  management  improvement.  In 
most  cases,  they  do  not  provide  specific  practical  agendas  for  insti- 
tutional change  or  clear  estimates  of  the  costs  of  recommended 
changes.  Requests  for  GAO  work  for  the  purpose  of  creating  sce- 
narios for  Committee  hearings  critical  of  agencies,  without  com- 
prehensive review  of  comparative  costs  and  benefits  of  alternatives, 
do  not  contribute  much  to  the  constructive  improvement  in  govern- 
ment. And  I  know  that  the  members  of  the  panel  would  endorse 
the  comments  that  have  been  made  by  Members  of  this  Committee 
that  the  need  for  change  relates  as  much  to  Congress  as  to  GAO. 

Second,  objectivity  on  the  part  of  GAO  and  broad  perception  of 
its  ability  to  carry  out  competent,  fair,  and  independent  analysis 
are  its  most  important  assets.  The  panel  recognized  that  in  recent 
years  there  has  been  considerable  criticism  about  GAO's  work,  in- 
cluding concerns  about  its  objectivity  and  impartiality.  The  panel 
found  no  evidence  of  any  deliberate  partisan  bias  in  GAO's  work. 
The  panel  made  several  recommendations  aimed  at  assuring  the 
continuing  objectivity  and  independence  of  that  work. 

Congress  should  not,  in  our  judgment,  lose  sight  of  the  fact  that 
GAO  is  the  National  Government's  central  auditing  agency  and 
that  all  democratic  industrial  governments  have  such  an  agency. 
The  United  States,  through  its  foreign  aid  programs  and  in  its  aid 
to  developing  countries  and  the  countries  emerging  from  com- 
munism, is  urging  they  should  create  such  agencies. 

GAO's  status  as  the  government's  central  audit  agency  for  audit 
and  evaluation  requires  bipartisan  trust.  The  panel's  recommenda- 
tions for  serving  that  objective  include:  Sharing  GAO's  strategic 
planning  and  priority  setting  with  its  congressional  oversight  com- 
mittees and  others;  its  adherence  to  professional  audit  standards, 
including  obtaining  comments  from  audited  agencies  on  all  its  re- 
ports— and  I  emphasize  all;  its  adherence  to  professional  program 
evaluation  methods  for  studies  in  that  category;  and  restraint  on 
the  part  of  congressional  Committee  leadership  and  individual 
Members  in  requesting  GAO  to  undertake  studies  that  will  draw 
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it  into  partisan  issues  that  lack  a  solid  factual  base  for  empirical 
judgment. 

Like  most  private  sector  businesses  engaged  in  reorganization 
and  re-engineering,  GAO  should  define  and  focus  resources  on  its 
core  activities,  on  those  activities  not  provided  by  other  organiza- 
tions and  to  which  its  legislative  mission  gives  priority.  If  it  is  to 
maintain  its  objectivity  and  serve  its  core  mission,  GAO  should  not 
be  expected  to  take  positions  on  broad  policy  issues  subject  to  polit- 
ical debate.  Should  taxes  be  cut?  Should  taxes  be  raised?  Should 
government  grow?  Should  government  shrink?  Should  the  Federal 
Government's  responsibilities  shrink  and  State  and  local  govern- 
ment grow?  These  are  not  issues  that  belong  on  the  agenda  of  an 
audit  agency.  But  GAO  should  build  the  capacity  to  assess  how 
agencies  are  performing  their  identified  public  missions  and  how 
they  are  dealing  with  changes  emerging  from  policy  decisions,  and 
also  to  assess  the  impact  of  changes  on  both  program  costs  and  re- 
sults— no  small  set  of  tasks,  I  might  say. 

Third,  the  panel  did  not  address  the  question  which  I  under- 
stand— and  it  has  been  reinforced  this  morning — is  now  a  central 
concern  of  this  Committee,  namely,  the  impact  on  GAO  of  a  very 
substantial  additional  cut  in  its  budget.  The  panel  did  note,  how- 
ever, that  GAO  was  in  the  midst  of  a  major  downsizing  at  the  time 
of  our  study.  The  size  of  GAO's  staff  has  been  relatively  stable  at 
about  5,100  from  fiscal  year  1979  through  fiscal  year  1992.  It  has 
downsized  from  5,062  staff  in  fiscal  year  1992  to  4,900  in  1993  and 
4,500  in  1994.  Consequently,  immediate  and  significant  additional 
reduction  in  GAO  resources  could  adversely  impact  the  organiza- 
tion's ability  to  carry  out  its  statutory  mission  and  respond  to  con- 
gressional requests  for  GAO  services. 

The  panel  found  that  Congress — through  its  Committees  and  in- 
dividual Members — has  requested  fi-om  GAO  a  level  of  work  that 
has  severely  taxed  the  agency's  resources.  GAO  has  tried  to  re- 
spond to  every  request  fi'om  congressional  Committees  and  Mem- 
bers of  Congress  that  falls  within  its  general  issue  areas  and  does 
not  unduly  duplicate  other  work — often  including  requests  gen- 
erated by  congressional  staff  of  which  the  Members  themselves 
may  not  be  fully  aware.  In  addition,  a  considerable  number  of 
projects  emerge  from  issues  identified  in  prior  GAO  studies  and 
from  the  internal  GAO  strategic  planning  process  which  are  usu- 
ally supported  by  a  congressional  request  letter. 

I  might  add,  in  parentheses,  that  the  panel  noted  that  the  per- 
centage figures  on  the  share  of  congressionally  requested  versus 
self-initiated  work  is  of  uncertain  meaning. 

Although  not  designed  to  reduce  costs  or  to  downsize  GAO,  a 
number  of  the  panel's  recommendations  could,  we  believe,  improve 
GAO's  efficiency  and  effectiveness,  because  they  emphasize  on  pre- 
serving and  improving  quality  and  cost-effectiveness  by  making 
GAO's  work  processes  more  open,  visible,  and  efficient.  One  cat- 
egory is  the  group  of  recommendations  that  would  open  up  scrutiny 
of  GAO  work  priorities  to  public  and  congressional  discussion.  An- 
other group  of  recommendations  would  alter  internal  GAO  work 
processes  in  ways  that  would  shorten  the  time  needed  to  complete 
work  while  simultaneously  improving  the  quality  of  the  product — 
a  comment  not  unrelated  to  the  charts  on  display  here. 
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Before  summarizing  these  recommendations,  it  is  important  to 
point  out  that  some  of  the  panel's  recommendations  may  actually 
require,  in  the  short  run,  additional  expenditures  for  certain  types 
of  resources,  for  example,  increased  capability  in  computer  hard- 
ware and  software  for  analysis  and  communications.  While  GAO  is 
making  progress  in  these  areas,  it  is  not  up  to  what  might  be  called 
"state  of  the  art."  Another  example  is  the  panel's  recommendation 
that  GAO  strengthen  its  skills  in  cost  analysis  and  financial  man- 
agement systems.  At  present,  GAO  does  not  have  all  the  capability 
needed  for  sophisticated  cost/benefit  analysis.  In  the  long  run,  addi- 
tion of  these  resources  and  capabilities  will  save  money,  but  they 
may  not  in  the  short  run. 

Finally,  in  order  to  open  up  GAO's  internal  processes  and  con- 
tribute to  its  efficiency  and  effectiveness,  the  panel  recommends 
that  GAO  establish  clear  "terms  of  reference"  for  all  its  projects.  I 
believe,  by  the  way,  this  is  at  the  heart  of  our  recommendations. 

What  do  we  mean  by  TORs?  TORs  for  a  GAO  project  would  out- 
line clearly,  in  writing,  objectives  and  research  questions,  the  scope 
of  the  work,  general  methods  and  sources  to  be  applied,  staff  skills, 
costs,  and  time  needed  to  complete  the  work.  GAO  staff,  managers, 
and  requesters  would  agree  on  the  TORs  before  the  job  is  approved 
and  the  work  begins. 

This  is  not  a  new  invention,  by  the  way.  TORs  are  extensively 
used  in  other  parts  of  the  government  as  well  as  in  the  private  sec- 
tor. Studies  and  other  services  contracted  for  by  Federal,  State,  and 
local  governments  fi'om  the  private  and  non-profit  sectors  have  long 
required  specific  terms  of  reference  in  the  bidding  or  the  procure- 
ment process.  Business-to-business  contracting  for  research  and  de- 
velopment and  other  consulting  services  also  requires  clear  bench- 
marks, cost  and  schedule  estimates.  The  TORs  identify  the  product 
that  the  organization  is  providing  at  an  agreed-upon  price. 

The  panel  concluded  that  effective  use  of  TORs  would  have  three 
major  impacts:  Improving  the  efficiency  and  effectiveness  of  GAO 
operations;  linking  its  work  agenda  more  effectively  to  congres- 
sional priorities;  and  giving  higher  visibility  to  all  of  GAO  under- 
takings. 

First,  better  definition  of  jobs  and  the  teams  assigned  to  them  up 
front  will  improve  quality,  substantially  reduce  review  and  rework 
after  drafts  are  prepared,  decrease  time  and  costs  of  jobs,  and  give 
job  teams  clear  benchmarks  to  meet.  They  will  also  better  define 
sources  and  methods,  thereby  avoiding  later  criticisms  of  weak  or 
biased  research. 

Second,  linking  GAO's  work  agenda  more  effectively  to  congres- 
sional agendas — the  use  of  TORs  as  recommended  by  the  panel 
would  produce  substantial  improvement.  To  elaborate  on  one,  each 
job  would  have  a  cost  tag  attached  before  it  was  authorized.  This 
is  a  significant  contribution  because  of  the  fact  that  the  demand  for 
free  goods  is  often  unlimited  and,  therefore,  there  needs  to  be  some 
effort  to  control  that. 

The  panel  did  reject  the  recommendation  that  there  be  estab- 
lished some  kind  of  voucher  system  which  Congress  would  use  in 
ordering  reports,  but  we  did  suggest  that  a  great  deal  more  atten- 
tion should  be  devoted  to  getting  at  cost  questions  relevant  to 
GAO's  undertakings. 
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The  panel  considered  but  did  reject  the  idea  of  a  bipartisan  con- 
gressional board  to  provide  prior  review  for  requests  for  GAO  work. 
The  volume  of  work  required  is  simply  too  great  for  a  prior  review 
by  a  special  board;  however,  we  do  suggest  that  GAO  establish  a 
peer  review  system  by  external  reviewers,  but  that  there  not  be  a 
pre-job  review  by  a  congressional  Committee,  which  would  probably 
end  up  being  done  by  staff. 

In  conclusion,  the  Academy  panel,  members  of  which  began  from 
quite  different  perspectives  on  GAO,  produced  a  consensus  report. 
The  panel  concluded  that  GAO,  an  institution  created  almost  75 
years  ago,  is  essential  to  functioning  democratic  government.  While 
the  panel  does  not  see  a  need  for  any  major  legislative  changes,  it 
found  opportunities  and  needs  for  improvements  in  processes  and 
perspectives  in  both  GAO  and  Congress.  Now  it  is  up  to  Congress 
to  ensure  that  such  improvements  are  made  and  that  GAO's  capac- 
ity to  perform  its  basic  mission  is  preserved  and  even  enhanced. 

That,  Mr.  Chairman,  concludes  my  summary  of  our  report.  I  do 
urge  the  Committee  to  ask  us  any  questions  they  wish,  and  also, 
if  they  have  not  had  the  chance,  to  take  a  look  at  the  full  report. 

Thank  you  very  much,  sir. 

Chairman  ROTH.  Well,  thank  you,  Mr.  Campbell. 

In  the  NAPA  report,  you  state  that  no  deliberate  bias  was  found 
in  GAO  and  its  work,  and  you  also  state  that  Members  of  Congress 
are  often  to  blame  for  making  requests  which  put  GAO's  reputation 
as  unbiased,  objective  evaluator  at  risk. 

One  situation  that  concerned  me  when  it  arose  was  when  GAO 
recommended  that  taxes  be  raised  in  the  so-called  transition  re- 
ports. Were  the  transition  reports  self-initiated?  And  if  the  answer 
is  yes,  is  this  a  case  of  bias? 

As  I  understand  your  testimony — and  with  that,  I  agree — GAO 
should  avoid  policy  decisions,  whether  you  are  for  or  against  taxes, 
as  you  say,  whether  you  are  for  or  against  or  think  government 
should  be  larger  or  smaller.  Those  are  policy  decisions  to  be  made 
by  the  duly  elected.  But  my  concern  is  that  at  least  for  a  period 
through  these  transition  reports,  there  did  seem  to  be  some  move- 
ment into  policy  areas.  I  mentioned  specifically  the  question  of 
taxes. 

So  I  will  go  back:  Were  these  transition  reports  self-initiated? 

Mr.  Campbell.  Yes,  the  reports  were  self-initiated.  We  did,  in 
fact,  review  the  transition  reports,  and  in  our  report  to  the  Com- 
mittee, we  do  discuss  that  specific  issue. 

The  one  thing  that  had  been  pointed  to  most  frequently  was  the 
recommendation  that  perhaps  the  deficit  could  be  dealt  with  only 
with  some  combination  of  expenditure  cuts  and  revenue  enhance- 
ments. One  can  argue  whether  that  was  a  partisan  comment  or 
not,  but  certainly,  in  our  recommendation  about  avoiding  the  kind 
of  policy  advocacy  that,  to  some  degree,  they  have  been  accused  of, 
we  recommended  that  there  be  some  backing  away  from  purely  pol- 
icy recommendations  and  more  effort  devoted  to  true  evaluation 
and  auditing,  recognizing  that  that  is  not  an  easy  line  to  draw. 

Chairman  ROTH.  No,  but  it  is  a  very  important  line  to  draw  as 
well  as  you  can,  because  I  think,  again,  we  are  all  here  to  strength- 
en GAO.  I  think  we  are  all  in  agreement  that  GAO  performs  a 
critically  important  function,  and  the  real  question  is  how  can  we 
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strengthen  that  and  ensure  that  its  mission  is  that  which  we  need 
for  the  21st  Century. 

One  of  your  recommendations,  and  I  think  it  is  an  important  one, 
if  you  are  going  to  have  bipartisan  support  across  the  board,  from 
Hberals  to  conservatives,  is  that  it  does  its  best  to  stay  out  of  pohcy 
opinion.  Now,  you  are  right;  the  Hne  sometimes  is  difficult  to  draw. 

In  trying  to  evaluate  the  work  of  GAO,  it  depends  primarily  on 
financial  benefits  and  recommendations  implemented.  Both  of 
these  measurements  are  produced  by  GAO  and,  of  course,  not  inde- 
pendently derived. 

To  what  extent  can  this  Committee  and  the  Congress  depend  on 
these  statistics  as  true  measurements  of  the  value  of  GAO  work? 
Are  there  any  better  alternative  methods? 

Mr.  Campbell.  I  think  I  can  say  that  the  panel  would  agree  that 
there  is  some  softness  in  the  numbers  that  are  stated  relevant  to 
potential  savings  and  the  like.  One  recommendation  that  we  make 
which  is  relevant  to  that  point  is  that  GAO  establish  an  external 
peer  review  system,  not  before  the  studies  but  after  studies  are 
completed.  The  panel  recommended  that  three  or  four  major  areas 
of  GAO  work  be  selected  each  year  for  peer  review,  with  panels  of 
outside  experts  convened  to  assess  a  sampling  of  recently  com- 
pleted GAO  reports  and  then  report  to  GAO  and  share  the  results 
with  Congress  on  what  they  find  (quality,  methodology,  sources, 
presentation,  as  well  as  practicality,  usefulness  and  value  of  the 
products). 

I  understand  that  GAO  is  quite  supportive  of  doing  this,  and  I 
would  urge  on  this  Committee  that  they  urge  GAO  to  do  it,  because 
it  seems  to  me  it  is  an  opportunity  to  have  an  independent  exam- 
ination on  a  regular  basis  that  would  deal  with  questions  like  reli- 
ability of  cost  estimates  and  the  like. 

Chairman  RoTH.  Well,  let  me  move  on.  GAO,  of  course,  is  not  the 
only  agency  providing  oversight  of  Federal  expenditures  of  the  Fed- 
eral workforce.  We  have  created  the  inspectors  general,  the  chief 
financial  officers,  0MB  and  CBO,  all  of  which  oversee  and  review 
the  spending  of  Washington. 

My  question  is:  What  relationship  should  GAO  have  with  these 
other  oversight  bodies?  In  other  words,  with  these  other  independ- 
ent auditors,  does  the  financial  auditing  become  less  important? 
And  we  talk  about  reviewing  performance  and  goals.  How  do  you 
see  that  developing? 

Mr.  Campbell.  Well,  let  me  make  a  couple  responses  and  then 
ask  my  colleagues  if  they  wish  to  respond  to  that,  because  that 
deals  with  a  very  major  problem  of  government. 

May  I  say  that  when  I  headed  a  Federal  agency,  one  had  the 
sense  that  everybody  is  engaged  in  oversight  of  what  you  are  doing, 
whether  it  is  the  inspectors  general  or  subcommittees  up  here  on 
the  Hill  or  the  media  or  GAO.  There  is  just  an  unbelievable 
amount  of  oversight  going  on — which,  by  the  way,  I  would  argue 
often  stands  in  the  way  of  getting  the  kind  of  entrepreneurial  and 
independent  action  from  the  executive  side  which  is  often  advo- 
cated. So  I  would  suggest  that  any  examination  this  Committee 
would  make  of  the  piling  on  of  oversight  which  has  gone  on  in  this 
government  would  be  a  very  useful  undertaking. 
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Now,  having  said  that  as  a  general  comment,  let  me  say  that  in 
relation  to  the  financial  side  of  the  Federal  Government  and  the 
auditing  of  that,  in  my  judgment  the  enactment  of  the  Chief  Finan- 
cial Officers  Act  was  a  very  important  contribution.  There  needs  to 
be  a  greater  attention  to  the  ability  of  those  officers  to  perform 
their  functions,  and  they  need  a  lot  of  help  from  GAO  in  doing  that. 

Now  I  am  speaking  for  myself  and  not  the  panel,  I  think  that  the 
relationship  of  the  inspectors  general  to  the  other  oversight  agen- 
cies has  not  been  well  worked  out  and  that  some  effort  and  atten- 
tion should  be  devoted  to  that  question. 

I  was  here  in  Washington  when  the  Inspectors  General  Act  was 
passed,  and  I  testified  on  its  behalf.  I  think  that  there  does  need 
to  be  an  examination  of  the  relationship  of  the  IGs  to  GAO's  role 
as  well  as  how  they  relate  to  other  internal  systems  of  auditing 
within  the  agencies. 

The  fundamental  role,  I  believe,  that  GAO  plays  that  is  unique 
to  it  and  where  it  can  make  its  biggest  contribution  is  in  effective- 
ness and  program  evaluation.  It  is  really  looking  at  whether  the 
programs  that  Congress  passes  and  the  Executive  Branch  admin- 
isters are,  in  fact,  accomplishing  what  they  were  designed  to  ac- 
complish and  at  what  cost.  And  the  cost  issue  is  at  the  moment, 
I  would  argue,  not  as  well  investigated  by  anybody  as  it  ought  to 
be. 

Now,  having  made  those  general  statements,  let  me  turn  to 
Annmarie  and  ask  if  she  wishes  to  add  to  that.  I  know  that  you 
have  views  about  the  oversight  issue. 

Ms.  Walsh.  Well,  certainly,  to  go  to  the  beginning  of  your  ques- 
tion, we  have  found  there  was  very  close  cooperation  and  coordina- 
tion with  the  other  legislative  agencies,  with  CBO  and  OTA. 

The  example  of  the  Chief  Financial  Officers  Act  indicates,  as  I 
am  sure  you  are  aware,  that  the  actual  development  of  the  finan- 
cial management  systems  anticipated  by  that  act  has  been  slow 
and  difficult.  Even  filling  the  positions  called  for  has  been  slow, 
and  the  process  requires  more  attention  to  financial  management 
accounting  and  t3dng  accounting  into  budgeting,  on  which  the  agen- 
cies and  Congress  have  seldom  focused.  Budgeting  activity  tends  to 
drive  out  the  financial  management  system  improvements. 

The  panel  definitely  concluded  that  GAO's  role  was  made  more 
important  by  the  passage  of  the  CFO  Act  and  not  in  any  way  made 
redundant  by  it. 

Mr.  Campbell.  Scott,  do  you  wish  to  comment? 

Mr.  FOSLER.  I  would  just  make  one  point.  Mr.  Chairman,  I  think 
you  raise  a  very  important  question,  both  with  regard  to  the  num- 
ber of  different  oversight  activities  and  agencies  that  we  have  in 
the  government  at  the  present  time  and  how  do  we  integrate  them. 
But  it  also  raises  the  question  that  this  Committee  has  addressed 
of  how  we  can  begin  to  shift  that  whole  process  from  a  preoccupa- 
tion with  procedure  to  a  focus  on  performance. 

In  that  regard,  the  Government  Performance  and  Results  Act, 
which  came  out  of  this  Committee,  it  seems  to  me  is  both  a  hopeful 
step  and  shows  signs  of  being  able  to  form  that  integrative  mecha- 
nism to  get  the  whole  government  process  and  these  various  inves- 
tigative units  focused  on  the  question  of  what  is  it  that  the  govern- 
ment should  do  and  is  it  doing  it. 
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Chairman  Roth.  Well,  as  the  author  of  the  performance  and  re- 
sults legislation,  I,  of  course,  strongly  agree  with  what  you  are  say- 
ing. And  I  am  also  concerned  about  the  point  made  in  the  panel's 
studies  where  we  zero  in  and  find  situations  of  fraud  or  abuse 
which  are  outrageous  but  don't  do  much  to  improve  management. 
In  fact,  I  think  the  opposite  happens. 

Would  you  agree  that  part  of  the  problem  is  every  time  we  unfold 
one  of  these  or  disclose  one  of  these  frauds  or  abuses  and  begin  to 
write  new  rules  and  regulations,  that  creates  part  of  the  bureauc- 
racy and  part  of  the  problem  of  ineffectiveness? 

Mr.  Campbell.  I  don't  think  there  is  any  question  about  it.  I 
can't  say  that  the  panel  devoted  a  lot  of  attention  to  that,  but  let 
me  say  that  I  feel  confident  in  saying  that  there  is  a  concern  that 
when  GAO  is  used  essentially  to  find  what  are  examples  of  ineffi- 
cient, ineffective,  or  even  fraudulent  activity,  and  that  then  be- 
comes a  matter  of  considerable  media  attention,  the  result  is  to  add 
new  layers  of  oversight.  And  in  the  process  of  applying  those  new 
levels  of  oversight,  you  end  up  with  internal  processes  within  the 
executive  agency  which  add  to  the  inefficiency  of  the  operation. 

I  don't  know  what  the  answer  is  to  that  problem,  but  I  think  you 
have  described  what  I  believe  is  a  very  major  issue. 

Chairman  Roth.  My  final  question  in  this  round:  In  your  testi- 
mony, you  recommend  that  GAO  clearly  state  the  cost  of  fulfilling 
a  report  request  to  the  Member  of  Congress  or  congressional  Com- 
mittee asking  for  the  report.  Should  this  estimate  include  the  job 
design  cost,  which  currently  averages  $138,000? 

Mr.  Campbell.  Yes.  I  don't  know  about  the  $138,000  figure.  We 
didn't  look  at  that.  But  I  would  say  that  all  the  costs  should  be  in- 
cluded in  the  TORS  as  a  way  of  getting  at  the  question  of  what  is 
this  project  going  to  cost;  and  then  having  done  that,  ask  is  it  real- 
ly worth  doing  it. 

Chairman  ROTH.  Senator  Glenn. 

Senator  Glenn.  Thank  you,  Mr.  Chairman. 

Mr.  Campbell,  you  stated  that  an  immediate  and  significant  ad- 
ditional reduction  in  GAO  resources  could  adversely  impact  the  or- 
ganization's ability  to  carry  out  its  statutory  mission  and  respond 
to  congressional  requests  for  GAO's  services.  I  think  from  what  you 
said  a  little  while  ago,  you  would  think  that  a  25-percent  cut  would 
be  considered  immediate  and  significant  from  your  standpoint. 

Mr.  Campbell.  It  would  certainly  be  significant,  and  I  under- 
stand that  it  is  being  contemplated  to  be  done  immediately. 

Senator  Glenn.  Well,  I  think  you  probably  have  gone  through 
the  GAO  plan  for  downsizing,  which  they  say  they  can  do  by  1997. 
Do  you  see  any  advantage  to  cutting  now?  Or  what  is  the  disadvan- 
tage to  cutting  now  as  opposed  to  letting  them  go  on  their  planned 
reduction  out  to  1997? 

Mr.  Campbell.  Again,  the  panel  did  not  devote  itself  to  this 
issue;  therefore,  I  think  what  I  am  sajdng  would  be  consistent  with 
the  panel's  point  of  view,  but  it  is  done  by  extension  of  their  atti- 
tudes in  other  areas. 

There  is  no  question  that  a  25-percent  cut  is  going  to  have  an 
impact  on  what  GAO  can  do;  therefore,  it  needs  to  be  carefully  ex- 
amined. It  is  quite  possible  that  that  cut  could  be  made  in  a  way 
which  would  not  undermine  their  core  competence.  I  do  think  it  is 
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important  that  it  be  looked  at  in  relation  to  how  can  we  do  that 
over  time,  which  would  make  it  possible  for  us  to  take  into  account 
what  would  be  the  impact  of  it  in  relation  to  activities  that  could 
no  longer  be  continued. 

Senator  Glenn.  I  would  note,  as  I  mentioned  in  my  opening 
statement,  that  more  than  80  percent  of  the  requests  for  GAO  stud- 
ies or  investigations  of  different  things  have  come  from  the  Repub- 
lican side  of  the  House,  which  is  natural.  They  have  the  leadership 
now.  I  think  to  cut  back  25  percent,  I  would  tell  my  Republican  col- 
leagues, is  only  going  to  limit  your  own  ability  to  do  the  job  here 
on  the  Committee. 

Chairman  ROTH.  Maybe  we  should  change  our  minds  now. 
[Laughter.] 

Senator  GLENN.  Take  that  back  to  the  Republican  Conference.  I 
think  that  would  be  a  good  step  to  say  you  are  limiting  yourself  on 
what  you  can  do  with  investigations  right  now  by  this  25-percent 
proposal. 

Now,  there  are  some  people  who  are,  perhaps,  running  for  other 
offices,  who  have  been  quoted  in  the  paper  as  saying  that  they 
think  GAO  should  be  cut  50  percent.  I  presume  that  would  be  abso- 
lutely devastating,  as  you  see  it,  in  terms  of  GAO's  ability  to  carry 
out  its  job. 

Mr.  Campbell.  It  would  change  their  role. 

Senator  Glenn.  It  sure  would.  Would  it  eliminate  most  of  the 
functions  they  do  now?  What  could  they  do  on  a  50-percent  budget 
cut  right  now  this  year?  That  has  been  proposed  by  some  people. 

Mr.  Campbell.  You  see,  one  of  the  reasons  I  have  difficulty  with 
responding  as  firmly  as  I  would  like  to  is  that  it  would  be  possible 
to  develop  a  program  (in  terms  of  things  that  could  be  usefully 
done)  that  would  double  the  size  of  GAO,  and  they  would  still  not 
be  able  to  do  everjrthing  some  would  believe  needs  doing.  On  the 
other  hand,  that  doesn't  mean  that  all  of  it  would  be  as  important 
as  some  parts  would  be. 

What  is  required  here  is  judgment,  and  that  can  only  be  done  on 
the  basis  of  looking  internally.  I  know  that  GAO  is  doing  this  in 
relation  to  their  own  internal  processes,  and  I  am  sure  they  will 
be  frank  with  the  Committee  as  to  what  it  will  mean  in  terms  of 
substance  if  they  are  cut  by  whatever  percent. 

Senator  Glenn.  You  stated  that  requests  for  GAO  work,  for  the 
purpose  of  creating  scenarios  for  Committee  hearings,  that  are  crit- 
ical of  agencies  without  comprehensive  review  of  comparative  costs 
and  benefits  of  alternatives  often  do  not  contribute  to  constructive 
improvements  in  government  process  or  outcomes. 

Now,  that  is  a  nice  paragraph,  basically  addressing  the  "gotcha" 
hearings,  as  we  refer  to  them. 

Mr.  Campbell.  Yes.  That  is  what  it  is  supposed  to  do. 

Senator  Glenn.  That  is  what  it  was  supposed  to  do.  Would  you 
expand  on  that  a  little  bit?  Because  I  think  that  most  of  the  time 
when  GAO  does  not  go  back  to  an  agency  and  get  their  comments 
and  everything  on  a  report,  it  is  usually  at  the  request  of  the  re- 
quester of  the  report.  I  may  have  been  guilty  of  that  myself,  and 
I  don't  think  that  is  a  good  practice.  I  think  we  ought  to  eliminate 
that.  I  think  we  should  have  as  complete  a  picture  in  these  reports 
as  possible,  although  maybe  I  may  have  been  a  violator. 
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Could  you  address  that  a  little  bit? 

Mr.  Campbell.  Yes.  Certainly,  there  was  a  very  strong  opinion 
in  the  panel  that:  First,  executive  agencies  should  have  the  oppor- 
tunity to  comment  on  what  is  being  said  in  the  audit  because  it  is 
quite  possible  that  there  has  been  a  lack  of  understanding  between 
the  auditor  and  the  agency  being  audited.  To  deny  the  agency  the 
opportunity  to  do  that  creates  a  hostile  environment  that  I  don't 
think  serves  the  interest  of  effective  auditing. 

Second,  the  controlling  of  the  timing  of  the  release,  which  fre- 
quently is  done  at  the  request  of  a  committee  or  a  committee  chair, 
relates  to  the  desire  to  embarrass  the  executive  agency,  and  the 
panel  doesn't  think  that  is  what  audit  is  all  about. 

Senator  Glenn.  I  certainly  agree  with  that. 

There  have  been  some  recent  proposals  under  consideration  here 
in  Congress  which  would  subject  GAO  to  periodic  reauthorization 
and  also  reduce  the  term  of  the  Comptroller  General.  Proponents 
of  these  ideas  say  it  will  enhance  congressional  oversight  of  GAO 
and  increase  accountability. 

Now,  ironically,  these  ideas  have  come  from  those  who  have  said 
that  GAO  is  subject  to  partisan  and  political  pressure.  I  have  not 
favored  these  proposals.  I  think  the  long-term  approach,  the  long 
term  of  the  CG,  the  fact  that  he  is  almost  considered  like  a  judge 
and  is  treated  that  way  in  pay  and  retirement  and  everything  else, 
is  supposed  to  give  him  an  independence  and  a  stability  that 
wouldn't  come  up  for  debate  every  few  years. 

What  is  your  comment  on  that? 

Mr.  Campbell.  The  panel  specifically  looked  at  that  question.  In 
my  opening  comments,  I  made  the  point  that  we  were  unanimously 
agreed  on  everything  except  one  point,  and  that  is  the  point  on 
which  there  was  not  unanimous  agreement.  The  overwhelming  ma- 
jority did  not  feel  that  there  should  be  regular  reauthorization;  in- 
stead they  felt  that  the  oversight  committees  should  engage  in  con- 
tinual oversight  as  opposed  to  establishing  a  reauthorization  proc- 
ess, because  of  the  potential  for  that  to  lead  to  politicization. 

However,  there  v/ere  a  couple  members  of  the  panel  who  did  not 
agree  with  that  position,  and  in  fairness,  I  need  to  make  that  state- 
ment. But  the  majority  did  strongly  oppose  a  periodic  reauthoriza- 
tion process. 

Senator  Glenn.  You  brought  up  another  issue  a  little  while  ago 
here  or  touched  on  it,  and  I  was  pleased  to  note  your  report  found 
no  evidence  of  any  partisan  or  political  bias  on  the  part  of  GAO, 
which  has  been  charged  by  some  people  in  the  Congress.  While  you 
do  raise  concerns  over  GAO's  involvement  in  policy  issues,  you  also 
recognize  that  program  evaluations  can  sometimes  lead  into  mat- 
ters of  policy. 

I  think  analysis  and  audits  and  determining  why  things  were 
done — I  don't  see,  really,  how  you  can  isolate  those  things  com- 
pletely from  auditing  and  evaluation.  Now,  I  agree  that  GAO 
should  not  just  set  out  to  take  a  position  on  a  policy  matter,  per 
se,  by  itself,  and  I  agree  with  you  completely  on  that.  At  the  same 
time,  I  think  it  is  very  difficult  to  keep  GAO  as  completely  sepa- 
rated from  policy  as  we  might  like. 

Do  you  have  any  thoughts  on  how  they  can  do  that? 
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Mr.  Campbell.  The  panel  was  well  aware  of  that  difficulty,  and 
certainly  program  evaluation  and  performance  assessment  is  going 
to  have  policy  implications.  We  did  say,  however,  that  GAO's  obli- 
gation was  to  point  out  those  implications  and  to  indicate  what 
might  be,  in  fact,  policy  options  which  would  be  relevant,  but  that 
they  should  not  get  into  an  advocacy  situation. 

Part  of  the  debate  related  to  the  advocacy  issue,  and  as  the 
Chairman  stated,  one  of  the  things  specifically  pointed  to  was  the 
transition  report.  And  it  seems  to  me  that  here  we  are  not  talking 
about  trying  to  legislate  something.  We  are  suggesting  to  the  agen- 
cy— which  I  believe  the  agency  is  perfectly  capable  of  responding 
to — that  they  should  exercise  caution  in  this  area. 

Senator  Glenn.  The  Chairman  mentioned  a  little  while  ago 
GAO's  recommendation  with  regard  to  taxes,  but  I  think  you  put 
it  in  a  little  different  tone  there.  As  I  recall,  what  the  GAO  report 
said  basically  was  that,  in  their  opinion,  you  couldn't  balance  the 
budget  within  a  particular  period  of  time  without  revenue  enhance- 
ments. 

Mr.  Campbell.  I  think  that  is  fair. 

Senator  Glenn.  To  me,  that  is  a  little  different.  That  is  laying 
out  some  options  here  that  you  have.  If  you  want  to  whack  the 
budget  and  cut  Social  Security  and  a  lot  of  other  things,  why,  you 
can  balance  it.  Otherwise,  within  a  certain  period  of  time,  there  ap- 
pears to  be  little  way  out  except  for  revenue  enhancements.  So  I 
don't  think  that  was  really  trying  to  set  policy  in  that  particular 
case. 

GAO  plays  an  increasing  role  in  the  government-wide  effort  to 
improve  management.  This  Committee  passed  the  CFO  Act,  the  IG 
Act,  the  Government  Performance  and  Results  Act,  which  was 
championed  by  our  Chairman  in  particular  and  by  the  rest  of  this 
Committee.  GAO,  as  I  see  it,  is  going  to  play  an  increasing  role  in 
these  areas.  Did  you  get  into  analysis  of  those  areas  and  what  their 
future  role  would  be?  In  other  words,  is  GAO's  role  expanding  be- 
cause of  other  requirements  we  are  putting  on  them? 

Mr.  Campbell.  We  did  not  look  at  it  in  terms  of  a  necessity  for 
an  expanding  role.  We  did,  however,  spend  a  good  deal  of  time 
looking  at  the  Government  Performance  Act,  which  the  panel  was 
very  impressed  by,  and  we  did  discuss  with  a  group  from  GAO 
their  planned  involvement  in  helping  get  that  process  off  the 
ground.  We  did  urge  them  not  to  make  snap  and  early  judgments 
about  effectiveness  because  the  implementation  of  the  Act  is  going 
to  take  a  while  to  work  effectively. 

But  there  is  no  question  that  that  Act  creates  the  ability  to  ex- 
amine all  these  other  efforts,  such  as  the  inspectors  general,  and 
CFOs,  to  see  how  they  work  in  combination.  And  there  is  an  oppor- 
tunity there.  I  just  hope  that  the  government  has  the  ability  to 
maintain  its  interests  long  enough  for  us  to  learn  some  things 
about  it. 

Senator  Glenn.  My  time  is  up,  but  just  one  short  question  here. 
Would  it  be  your  opinion  that  if  we  made  this  25-percent  cut  that 
has  been  proposed,  that  would  lessen  GAO's  ability  to  monitor 
things  under  the  Grovernment  Performance  and  Results  Act? 

Mr.  Campbell.  A  25-percent  cut  in  resources  means  there  is 
going  to  have  to  be  a  reduction  someplace. 
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Senator  Glenn.  And  it  could  be  there. 

Mr.  Campbell.  It  could  be  there. 

Senator  Glenn.  Thank  you.  My  time  is  up. 

Chairman  ROTH.  Senator  Grassley. 

Senator  Grassley.  I  don't  have  questions  for  this  panel,  but 
could  I  ask  you  a  question,  Mr.  Chairman?  Are  you  going  to  go 
through  the  lunch  hour,  or  are  you  going  to  quit  for  lunch  and 
come  back  this  afternoon? 

Chairman  Roth.  It  is  my  intent  to  proceed. 

Senator  Lieberman. 

Senator  Lieberman.  Thank  you,  Mr.  Chairman. 

I  just  have  one  question  for  this  panel.  This  goes  to  the  sort  of 
mea  culpas  that  several  of  us  have  done;  that  maybe  we  have  met 
the  enemy  and  it  is  us. 

With  respect  to  Congress  being  part  of  the  problem  here,  did  you 
find  that  GAO  says  no  to  inappropriate  congressional  requests? 
And  if  so,  how  often?  Should  there  be  some  more  formal  procedure 
to  encourage  them  to  say  no  more  often? 

Mr.  Campbell.  I  am  going  to  ask  Dr.  Walsh  to  comment  on  this 
because  she  has  spent  a  good  deal  of  time  looking  at  it.  Let  me  sim- 
ply say  that  GAO  does  on  occasion  say  no  for  reasons  related  to  du- 
plication of  other  studies,  in  relation  to  the  likelihood  of  a  study 
being  very  extensive  and  very  costly  in  terms  of  what  the  outcomes 
will  be. 

However,  they  also  go  way  out  of  their  way  to  be  as  responsive 
as  they  can. 

Senator  Lieberman.  Right. 

Mr.  Campbell.  My  own  view  is  that  unless  there  is  some  self- 
restraint  exercised  on  the  part  of  Congress,  it  is  going  to  be  very 
difficult  to  control  that  situation. 

Annmarie? 

Ms.  Walsh.  Yes.  GAO  tries  to  respond  to  almost  all  requests  that 
it  gets  and  tries  to  politely  negotiate  its  way  out  of  inappropriate 
requests  by  perhaps  shifting  the  nature  of  the  study.  But  it  has  felt 
the  pressure  of  trying  to  respond  to  all  Ranking  Minority  and 
Chairman  requests  and  most  Member  requests. 

Senator  Lieberman.  Right. 

Ms.  Walsh.  That  pressure  could  be  to  some  extent  controlled  by 
terms  of  reference  in  the  design  of  projects  in  the  beginning,  giving 
GAO  the  ability  to  sit  down  and  look  at  the  request  and  say:  Do 
we  have  the  skills  to  do  this?  Is  the  information  available  to  do 
this?  Is  this  appropriate?  It  will  flag  some  of  the  things  so  that 
GAO  could  go  back  to  a  requester  and  say,  "This  isn't  for  us,  and 
maybe  there  is  a  different  way  of  going  about  this." 

Senator  Lieberman.  I  appreciate  that  answer.  Let  me  ask  the 
question  in  another  way.  Should  we  as  part  of  this  review  process 
be  putting  limitations  on  ourselves?  In  other  words,  should  we  be 
establishing  more  clear  standards  for  what  are  appropriate  re- 
quests to  make  of  GAO  so  that  they  will  have  some  basis  in  rule 
or  statute  for  rejecting  requests  more  easily  that  are  not  appro- 
priate? And  if  so,  how  would  you  design  it? 

You  have  spent  so  much  time  on  this,  and  I  think  you  have  got 
a  pretty  good  set  of  opinions  about  what  is  the  mission,  the  appro- 
priate mission,  of  the  GAO.  And  if  we  are  taking  it  off  that  appro- 
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priate  course,  asking  too  much  of  it,  maybe  we  ought  to  figure  out 
how  to  hone  it  down  a  httle  bit  more. 

Mr.  Campbell.  It  is  a  very  relevant  question  because  the  panel 
was  quite  concerned  about  the  demands  made  on  GAO.  It  is  very 
difficult  to  think  of  how  one  could,  in  legislation,  set  limits  other 
than  to  set  total  limits — I  mean  limits  in  terms  of  numbers  of  stud- 
ies or  something. 

We  thought  that  two  things  we  recommended  would  help  on  this, 
one  of  which  we  have  talked  about  quite  a  bit,  the  use  of  terms  of 
reference.  The  other  which  we  have  not  talked  much  about  is  to 
open  up  the  strategic  planning  process  within  GAO  so  that  those 
who  are  relevant  to  GAO — that  is,  the  Congress — would  have  an 
opportunity  to  review  that  strategic  plan.  Since  it  lays  out  the 
kinds  of  projects  that  are  going  to  be  undertaken  in  the  future,  it 
would  then  be  possible  to  determine  whether  a  request  fits  or 
doesn't  fit  the  plan.  And  if  Congress  has,  in  fact,  sort  of  endorsed 
or  at  least  reviewed,  that  strategic  plan,  there  would  be  a  justifica- 
tion in  rejecting  requests  which  don't  fit  the  plan. 

Senator  Lieberman.  Well,  that  is  an  idea  worth — Ms.  Walsh,  did 
you  want  to  add  something? 

Ms.  Walsh.  We  looked  at  many  reports  in  which  the  p£mel  con- 
cluded that  GAO  went  beyond  where  you  would  really  want  GAO's 
role  to  be  focused.  And  all  I  can  say  is  that  we  knew  them  when 
we  saw  them,  but  it  would  be  impossible  to  categorize  them  in  law. 
An  example  might  be  upstream  and  downstream  water  rights, 
which  have  historically  been  solved  in  the  United  States  more  by 
guns  than  by  audit. 

But  I  think  the  line  would  be  impossible  to  categorize  in  statute. 

Senator  Lieberman.  Yes.  Your  reference  to  knowing  it  when  you 
see  it  brings  to  mind  the  Supreme  Court's  definition  of  obscenity. 

Ms.  Walsh.  Right. 

Senator  Lieberman.  Were  these  areas  where  Members  of  Con- 
gress asked  the  GAO  to  answer  policy  questions  more  than  do  anal- 
yses— or  is  too  simplistic  a  statement? 

Ms.  Walsh.  That  is  certainly  one  area,  and  there  are  areas  in 
which  there  really  isn't  a  data  base.  In  other  words,  if  you  were 
trying  to  design  the  project  from  the  beginning,  you  would  figure 
out  whether  there  is  a  data  base,  a  factual  foundation  by  which  the 
questions  can  be  answered. 

We  kept  reiterating  in  the  report  the  importance  of  a  fact  basis, 
fact-based  research.  In  some  cases,  one  can  determine  in  advance 
that  there  is  no  fact  base  for  a  particular  question  at  this  point  in 
time. 

Senator  Lieberman.  OK.  That  is  helpful,  and  I  hope  we  will 
come  back  to  that  as  a  response  to  your  report  and  as  an  attempt 
to  self-discipline  here.  It  will  make  it  easier  for  GAO  to  do  what 
we  must  want  it  to  do. 

Thank  you,  Mr.  Chairman. 

Chairman  RoTH.  Senator  Cohen. 

Senator  Cohen.  Thank  you,  Mr.  Chairman. 

Mr.  Campbell,  fi*om  your  report  I  couldn't  gather  this,  but  what 
were  the  policy  thickets  that  GAO  was  stepping  into?  We  know  the 
Supreme  Court  doesn't  step  into  the  political  thicket.  What  were 
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the  policy  thickets  that  you  have  identified  that  GAO  has  stepped 
into? 

Mr.  Campbell.  Well,  I  will  ask  both  my  colleagues  to  comment 
on  that  because  they  did  review  literally  hundreds  of  reports,  and 
I  think  it  fair  to  say  that  the  tendency  to  get  into  policy  areas  re- 
lated to  fiscal  issues,  issues  related  to  savings  and  loans,  issues  re- 
lated to  the  whole  question  of  farm  price  supports. 

There  were  a  set  of  things  there  on  which,  by  the  way,  there 
were  some  very  useful  studies  done  which  were  very,  very  carefully 
carried  out  and  carefully  documented.  The  issue  is  where  do  you 
stop. 

Senator  COHEN.  Were  there  any  studies  that  indicated  that  GAO 
recommended  we  should  increase  taxes  or  cut  taxes  or  that  we 
should  grow  the  size  of  government  or  shrink  the  size  of  govern- 
ment, as  you  have  raised  these  issues  in  the  Executive  Summary? 
I  don't  recall  ever  seeing  those  kinds  of  reports. 

Mr.  Campbell.  On  taxes,  there  is  the  one  transition  report  which 
everybody  points  to  and 

Senator  Cohen.  GAO  actually  recommended  we  increase  taxes? 

Mr.  Campbell.  Well,  it  depends  how  you  read  it.  It  says  that  if 
you  want  to  accomplish  this,  this  is  what  you  have  to  do. 

Senator  COHEN.  It  may  be  in  response  to  a  Member  saying,  "How 
do  we  achieve  the  following  objectives?  If  we  do  the  following,  what 
is  the  result?  "  So  it  does  become  very  difficult  to  draw  the  line. 

You  also  indicated  in  this,  on  page  3  of  your  report,  that  GAO 
should  confine  itself  to  core  activities  and  leave  for  others  the  re- 
sponsibilities or  sources  that  are  provided  by  others,  and  I  wasn't 
sure  what  you  meant  by  this. 

For  example,  the  Chairman  mentioned  that  Senator  Domenici 
and  others  perhaps  have  called  upon  the  GAO  to  make  an  analysis 
of  the  regulations  that  the  Executive  Branch  is  now  going  to  pro- 
pose. Do  you  think  it  is  appropriate  then  that  Congress  simply 
defer  to  0MB  to  make  that  analysis?  And  then  under  your  exam- 
ple, this  is  GAO  doing  something  that  is  already  provided  by  an- 
other source.  That  other  source  happens  to  be  0MB,  and  those  of 
us  on  this  side  would  say,  wait  a  minute,  we  don't  think  0MB  is 
objective  enough.  We  would  like  to  have  Congress'  own  arm  make 
an  analysis  of  these  regulations  as  to  whether  they  measure  up  to 
the  cost/benefit  or  risk  assessment. 

Mr.  Campbell.  Certainly,  in  terms  of  the  specific  question  you 
raise  relative  to  review  of  regulations,  there  is  obviously  a  very  re- 
cent development,  and  the  panel  did  not  evaluate  it.  I  would  argue, 
though,  that  the  panel  would  certainly  say  that  if  Congress  wants 
GAO  to  do  that,  that  is  Congress'  business.  They  should  recognize 
that  it  is  a  very  big  task,  and  it  is  going  to  take  a  lot  of  resources 
and  time  to  do  it.  For  Congress  to  prefer  GAO  to  do  that  rather 
than  0MB  is,  to  me,  a  legitimate  direction  because  of,  obviously, 
the  separation  of  powers. 

Senator  COHEN.  You  have  talked  about  having  GAO  perhaps 
make  a  cost  assessment  for  each  request  before  it  is  actually  au- 
thorized. 

Mr.  Campbell.  Right. 

Senator  Cohen.  Let  me  ask  you  to  step  into  a  policy  issue  now. 
Do  you  think  it  would  be  helpful  if  we  published  the  cost  analysis 
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made  by  GAO,  have  it  made  part  of  the  pubhc  record  prior  to  its 
being  undertaken?  Would  that  be  helpful  in  discouraging  Members 
from  asking  for  studies  that  are  costly? 

Mr.  Campbell.  I  think  I  speak  for  the  panel  when  I  say  that  we 
believe  that  that  process  should  be  opened  up  to  public  scrutiny, 
and  that  would  certainly  include  estimates  of  costs  of  projects  be- 
fore they  are  undertaken. 

Senator  COHEN.  And  publicizing  it. 

Mr.  Campbell.  Well,  as  far  as  publicizing  it,  the  question  is  to 
what  degree  you  publicize  it.  Obviously,  if  the  Committee  and  Con- 
gress are  going  to  look  at  it  and  it  is  going  to  be  put  in  a  public 
document,  then  it  is  there. 

Senator  Cohen.  It  is  there  after  the  fact. 

Mr.  Campbell.  No,  I  am  not  saying  that.  I  am  sorry.  What  I  am 
sajdng  is  that  before  the  study  is  undertaken,  that  process  should 
be  gone  through  and  an  estimate  of  costs  made  which  is  a  public 
estimate. 

Senator  COHEN.  You  just  stepped  into  a  policy  recommendation. 
You  understand  this? 

Mr.  Campbell.  Yes,  I  understand  that. 

Senator  CoHEN.  OK. 

Mr.  Campbell.  We  didn't  feel  any  restraint  about  that. 

Senator  Cohen.  You  also  indicated  that  you  don't  want  to  see 
GAO  studies  used  to  make  headlines,  and  I  think  that  was  one  of 
the  comments  that  either  you  or  the  Chairman  made.  The  question 
that  occurred  in  my  mind:  Should  we  use  the  studies  not  to  make 
headlines?  I  mean,  as  a  practical  matter,  when  we  make  a  request 
for  GAO  to  do  a  study  on  something  that  we  think  may  reveal 
something  fundamentally  wrong  or  flawed,  we  take  those  studies 
and  we,  in  fact,  intend  to  make  headlines. 

GAO  did  a  study  on  drug  addicts  and  alcoholics  collecting  billions 
of  dollars  from  disability  insurance  payments  and  SSI  payments. 

Mr.  Campbell.  Right. 

Senator  COHEN.  I  went  and  made  headlines  with  that.  As  a  re- 
sult of  making  headlines  with  that,  I  was  able  to  get  a  law  passed 
with  the  help  of  my  colleagues  to  change  the  law.  So  we  used  the 
GAO  analysis  to  make  the  headlines.  We  use  GAO  to  come  up  with 
an  analysis  of  $100  billion  lost  every  single  year  in  health  care 
fraud. 

I  have  used  that  study  as  a  basis  of  making  headlines  to  call  our 
colleagues'  attention,  to  rally  public  support,  to  say  we  need  to 
change  the  law  to  provide  for  a  separate  Title  18  provision  dealing 
with  criminal  fraud  activities.  I  haven't  made  much  headway  on  it 
yet,  but  I  am  making  headlines  with  this  issue.  Hopefully  this  year 
we  will  finally  pass  a  bill  that  will  stop  these  activities.  It  is  what 
the  Department  of  Justice  wants,  the  FBI  wants  and  the  President 
wants. 

So  we  use  those  studies,  in  fact,  to  make  headlines.  I  think  the 
problem  is  that  we  really  have  to  be  careful  with  where  GAO — and 
I  think  this  is  what  you  are  focusing  on — where  GAO  uses  lan- 
guage that  is  shaped  to  conform  either  to  the  intent  or  to  the  ideol- 
ogy of  a  particular  Member  or  a  particular  Committee,  and  that  is 
something  that  ought  to  be  avoided. 
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But  it  seems  to  me  that  the  purpose  of  requesting  the  study  is, 
in  part,  to  make  headhnes  if  we  find  there  has  been  egregious  be- 
havior. If  we  find,  for  example,  that  the  Federal  Government  has 
spent  $200  billion  over  the  past  decade  bu3dng  computers  that  don't 
talk  to  each  other,  that  are  completely  inefficient,  then  we  ought 
to  make  headlines  with  something  like  that. 

Now,  you  pointed  out  that  GAO  has  got  a  problem.  They  have 
outmoded  computers.  And  in  the  short  term,  we  may  have  to,  as 
Senator  Glenn  said,  spend  more  money  for  GAO  to  bring  them  up 
to  a  par  where  the  commercial  sector  is  right  now. 

But  I  must  say  that  the  notion  that  somehow  these  GAO  reports 
must  be  so  scrubbed  and  so  sanitized  that  we  have  a  thought  con- 
trol board,  to  make  sure  that  no  politically  insensitive  words  can 
be  used  because  Members  might  take  those  and  make  headlines, 
I  think  we  are  getting  into  an  area  which  is  very,  very  difficult  to 
monitor.  And  I  am  not  sure  it  is  a  wise  one. 

I  think  we  can  determine  when  someone  is  using  a  GAO  report 
or  someone  is  writing  a  report  that  has  a  partisan  or  political  ele- 
ment to  it  or  that  is  being  misshapen  and  taken  completely  out  of 
context  to  score  political  points.  That  is  one  thing.  But  I  must  say 
that  as  a  result  of  what  GAO  has  been  doing,  at  least  for  me  and 
the  kind  of  requests  I  have  made,  they  have  been  very  helpful  in 
making  headlines  and  in  gathering  public  support  and  gathering 
political  support  to  do  something  about  the  problem. 

That  is  a  statement,  Mr.  Chairman,  not  a  question. 

Chairman  RoTH.  Senator  Levin. 

OPENING  STATEMENT  OF  SENATOR  LEVIN 

Senator  Levin.  Thank  you,  Mr.  Chairman.  I  have  a  brief  state- 
ment that  I  want  to  open  with  before  I  ask  some  questions. 

First,  I  think  we  all  owe  a  debt  of  gratitude  to  Senator  Glenn  for 
his  persistence  in  obtaining  this  study.  This  study  has  been  under- 
way for  some  period  of  time.  It  began  under  Senator  Glenn's  lead- 
ership as  Chairman,  has  been  continued  under  Senator  Roth,  but 
it  was  Senator  Glenn's  initiative  which  started  us  down  the  road 
of  taking  a  look  at  the  GAO  with  this  study,  and  I  want  to  just 
make  sure  that  we  all  pay  him  our  respect  for  what  he  has  done 
here  as  well  as  thanking  the  Academy  for  its  work.  It  is  important 
work.  We  obviously  have  to  look  at  our  own  operations  and  not  just 
the  operations  of  Executive  Branch  agencies. 

There  are  a  number  of  very  important  proposals  that  you  are 
making,  and  I  believe  that  the  GAO  will  take  them  seriously  and 
not  defensively.  I  have  no  reason  to  believe  that  they  are  going  to 
do  anything  other  than  to  take  a  look  at  what  this  excellent  outside 
board  has  looked  at  and  take  them  to  heart  and  to  make  changes 
which  are  appropriate. 

We  should  apply  this  kind  of  review  to  every  agency,  be  it  an  Ex- 
ecutive Branch  agency  or  a  Legislative  Branch  agency.  We 
shouldn't  shy  away  from  looking  at  our  own  agencies,  and  this 
Committee  is  not  going  to  be  shy  in  looking  at  the  congressional 
agencies.  Where  improvements  are  indicated,  they  should  be 
made — not  defensively,  but  very  openly,  and  with  appreciation  for 
the  people  who  made  the  recommendation  for  change. 
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Having  said  that,  we  shouldn't  lose  what  I  consider  to  be  a  really 
critical  point,  and  the  Academy  has  said  it  in  its  study,  that  the 
GAO  is  essential  to  the  democratic  process  working.  We  have  got 
to  oversee  the  operations  of  agencies.  The  GAO  has  saved  literally 
billions  of  dollars  in  taxpayers'  money.  Senator  Glenn  estimated 
that  GAO  identified  during  the  1980's  over  $100  billion  in  savings, 
and  during  the  1990's  already  over  $100  billion  in  savings. 

Now,  that  is  over  $200  billion  in  about  15  years,  and  that  is  a 
return  to  the  taxpayers  of  something  over  $40  for  each  $1  invested. 

Now,  if  we  can  streamline  this  operation  and  save  $46  for  every 
$1  invested  instead  of  $44  for  every  dollar  invested,  I  am  for  it.  If 
we  can  change  the  GAO  function  and  save  $49  for  every  $1  that 
we  spend  instead  of  $44,  I  am  for  it. 

But  let's  not  forget  the  immense  savings  that  are  accomplished 
every  week  by  the  GAO  and  slash  their  budget  in  a  way  which  will 
make  it  impossible  for  us  to  get  the  $44  return  for  each  $1  in- 
vested. 

That  is  really  what  I  want  to  talk  to  this  group  of  witnesses 
about.  But  before  I  do  that,  I  want  to  just  make  one  other  point. 
Senator  Cohen  has  listed  a  number  of  examples  of  savings  that  he 
has  been  deeply  involved  with  as  part  of  an  oversight  function 
which  he  performs,  I  think  as  well  as  anybody  in  the  Congress. 
Just  to  give  you  one  example  where  I  have  been  deeply  involved, 
and  that  has  to  do  with  Defense  Department  inventory.  Based  on 
GAO  reports,  we  learned  that  the  Pentagon  was  spending  billions 
of  dollars  each  year  to  buy  things  that  the  military  did  not  need. 

We  need  GAO.  They  are  our  allies  in  fighting  waste.  They  came 
up  with  reports  which  were  essential  in  our  effort  to  reduce  that 
wasteful  spending  by  the  Pentagon.  They  produced  photographs — 
"they"  being  the  GAO — of  warehouses  bulging  at  the  seams  with 
boxes  of  obsolete  supplies  that  would  never  be  used.  They  showed 
us  how  we  could  insist  on  efficiencies  and  reduce  costs  with  private 
sector  practices  such  as  direct  ordering  and  just-in-time  delivery. 

As  a  result  of  the  GAO  reports,  we  reduced  the  DOD  budget  or 
inventory  purchases  in  fiscal  year  1991  by  over  $500  million.  In  fis- 
cal year  1992,  we  used  those  reports  to  reduce  those  purchases  by 
the  DOD  by  over  $1  billion.  We  literally  rescinded  $1  billion  in 
their  budget  in  1992.  We  cut  their  budget  in  1993  for  that  same 
purpose  by  over  $3  billion. 

Those  3  years'  savings  in  just  that  one  area  of  DOD  purchasing 
is  almost  $5  billion.  Now,  these  are  based  on  GAO  reports,  folks. 
We  have  to  understand  the  critical  nature  of  their  work  at  the 
same  time  we  try  to  improve  it.  We  cannot  lose  sight  of  what  they 
help  us  do  and  what  we  should  do  more  of,  not  less  of. 

We  can  rail  against  the  bureaucracy — and  they  frequently  de- 
serve it — but  if  you  want  to  rein  it  in  and  make  it  efficient,  you 
have  got  to  have  an  ally.  They  are  the  technicians  who  make  it  pos- 
sible for  us  to  perform  a  great  deal  of  our  oversight  function,  and 
that  function  is,  in  my  opinion,  not  performed  enough.  I  know  there 
may  be  some  people  in  the  room  who  disagree  with  that. 

Does  that  mean  that  they  are  above  review  themselves?  Of 
course  not.  GAO  should  be  reviewed,  and  I  am  glad  we  are  review- 
ing them. 
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Now,  to  this  panel,  I  have  just  a  few  questions.  I  am  interested 
in  knowing  how  we  can  reduce  the  costs  of  the  GAO  jobs.  That  left- 
hand  pie  chart  over  there  shows,  I  guess,  an  average  or  a  t3T)ical 
cost  of  a  GAO  work  product  of  $396,000.  It  may  be  a  certain  type 
of  work  product.  I  am  not  sure.  But  I  want  to  look  at  just  that  left- 
hand  pie  chart. 

The  Academy  has  made  certain  recommendations  to  us  about  im- 
proving the  job  design  up  front.  On  page  31  of  your  report,  you 
have  recommended  that  to  improve  the  quality  of  its  work,  the 
GAO  should,  first  and  foremost,  develop  thorough  terms  of  ref- 
erence for  each  job.  And  you  have  spent  quite  a  bit  of  time  on  that. 

This  is  before  the  job  is  approved  and  before  the  work  begins. 
And  you  go  through  quite  a  lengthy  list  of  things  they  should  do 
in  their  job  preparation  and  job  design. 

Now,  that  could  have  the  effect  of  increasing  those  up-front  costs; 
is  that  correct? 

Mr.  Campbell.  Quite  right.  We  would  assume  that  by  that  kind 
of  careful  preparation,  it  could  reduce  the  amount  of  resources  used 
in  doing  the  study  itself. 

Senator  Levin.  Right.  But 

Mr.  Campbell.  I  don't  have  a  precise  calculation. 

Senator  Levin.  All  right.  That  looks  like  a  lot  of  money  to  design 
a  job,  and  I  know  that 

Mr.  Campbell.  Those  numbers  are  new  to  us. 

Senator  Levin.  All  right.  Have  you  looked  at  how  much  money 
they  spend  in  designing  a  job,  typically?  Have  you  looked  at  that? 

Mr.  Campbell.  No.  We  did  not  look  at  it  that  way.  We  looked 
at  average  costs  of  jobs  in  total,  but  not  breaking  it  down  by  design 
and  then  the  carrying  out  of  the  project  and  then  the  review. 

We  do  spend  a  good  deal  of  time  talking  about  changing  the  re- 
view process. 

Senator  Levin.  They  are  looking  at  streamlining  that  job  design 
process  themselves,  but  in  order  to  get  to  my  point,  your  rec- 
ommendations, which  I  think  make  a  lot  of  sense,  actually  could 
increase  those  up-front  costs. 

Mr.  Campbell.  Could  increase  the  up-front  costs? 

Senator  Levin.  And  have  you  identified  specific  up-front  costs 
which  could  be  eliminated  from  their  current  system  or  changed  or 
streamlined  or  modified?  Have  you  identified  savings  in  those  job 
design  costs? 

Mr.  Campbell.  No  is  the  answer.  Let  me,  if  I  could,  just  expand 
on  that. 

I  think  the  judgment  of  our  panel  is  that  the  need  is  more  in  the 
area  of  the  review  side  of  their  activities  than  it  is  in  the  design 
side. 

Senator  Levin.  All  right.  Because  I  believe  that  a  major  part  of 
the  Majority  staff  suggestion  that  we  can  reduce  the  average  costs 
of  the  job  from  $396,000  to  $194,000  comes  from  an  estimate— I  am 
not  sure  based  on  what — that  the  job  design  could  be  dramatically 
reduced  in  cost.  So  you  are  indicating  that  is  not  where  you  see  the 
savings.  Indeed,  you  may  increase  it  by  your  recommendations,  but 
as  I  understand  the  Majority  staff  statement,  you  could  cut  that 
$396,000  to  $194,000.  The  majority  of  their  reduction  comes  from 
reducing  that  job  design  from  $138,000  to  about  $20,000. 
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Those  are  the  only  questions  that  I  have  of  this  panel,  Mr.  Chair- 
man. Thank  you. 

Mr.  Campbell.  One  comment,  if  I  might,  sir,  in  relation  to  your 
opening  comments,  Senator  Levin,  in  terms  of  GAO's  responsive- 
ness. GAO  has  been  very  responsive  to  our  study.  We  have  spent 
time  with  them  since  completion  of  the  study  working  with  them 
on  how  they  might  usefully  respond  to  it,  and  they  have  been  most 
cooperative  in  their  efforts  to  be  responsive  to  what  we  have  rec- 
ommended. 

Senator  Levin.  Thank  you.  I  just  want  to  say  one  other  thing, 
because  Senator  Grassley  made  reference  to  this  Majority  staff  rec- 
ommendation. I  asked  to  try  to  get  a  breakdown  of  it  because  it  is 
a  very  significant  recommendation.  But  I  think  we  have  to  now 
analyze  that  recommendation,  and  I  don't  know  whether  you  folks 
feel  that  you  have  gone  way  beyond  the  call  of  duty  already.  You 
probably  have.  But  I  think  it  is  important  that  that  recommenda- 
tion be  reviewed  because  there  would  be  significant  savings.  If  you 
can  cut  the  $138,000  down  to  $20,000,  let  me  tell  you,  that  is  a 
pretty  significant  recommendation. 

I  don't  know.  It  is  up  to  the  Chairman,  obviously,  but  in  any 
event,  I  will  be  asking  the  Majority  staff  to  meet  with  us  and  to 
share  with  us  the  factual  data  that  leads  them  to  conclude  that  we 
can  reduce  that  job  design  so  significantly.  Again,  it  is  a  huge  re- 
duction in  a  major  cost,  and  I  don't  know  what  the  basis  for  it  is. 
I  am  sure  the  Majority  staff"  would  be  happy  to  share  with  us  what 
the  basis  for  their  conclusion  is. 

The  reason  I  raise  this  is  because  Senator  Grassley  had  placed 
such  emphasis  on  that  conclusion  of  the  Majority  staff  that  the 
$396,000  could  be  cut  to  $194,000. 

Thank  you,  Mr.  Chairman. 

Chairman  ROTH.  Thank  you. 

Senator  Nunn. 

Senator  Nunn.  Mr.  Chairman,  I  just  have  one  question,  and  I 
want  to  just  take  a  couple  of  minutes  and  give  a  couple  of  observa- 
tions. 

The  question  is:  Did  you  all  look  at  the  requests  initiated  from 
individuals  as  opposed  to  from  committees?  Did  you  look  at  the 
question  of  whether  we  ought  to  continue  the  practice  of  having 
both  individual  as  well  as  Committee  and  Subcommittee  requests? 

Mr.  Campbell.  Annmarie,  do  you  want  to  comment  on  the  indi- 
vidual requests  as  a  part  of  the  total  and  then  the  question  of 
whether  there  can  be  some  cutback  there? 

Ms.  Walsh.  We  sampled  both  kinds  of  requests,  and  we  basically 
found  some  important  requests  from  individual  members  as  well  as 
some  trivial  requests  from  individual  members.  We  found  some 
trivial  requests  from  committees  as  well  as  important  requests 
from  committees.  So  we  did  not  come  out  with  a  simple  conclusion 
that  Member  requests  were  trivial.  Some  of  them  were  very  impor- 
tant. Some  of  them  were  bipartisan.  Take  the  example  of  the  agri- 
cultural commodity  studies.  Individual  member  requests  from  a  Re- 
publican and  a  Democrat  over  the  years  supported  that  stream  of 
research. 

Senator  NuNN.  Does  GAO  give  priority  to  Committee  and  Sub- 
committee requests  over  individual  requests?  Did  you  get  into  that? 
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Ms.  Walsh.  I  think  you  should  ask  them  that.  We  saw  them  try- 
ing to  respond  to  everything  that  came  in  insofar  as  they  could. 
They  certainly  did  give  priority  to  committee  chairman  and  ranking 
member  requests.  But  they  were  tr3ring  to  respond  to  all  of  it. 

Senator  Nunn.  So  you  didn't  make  any  policy  recommendations 
along  that  line,  committee  versus  individual? 

Ms.  Walsh.  No,  we  did  not,  because  we  didn't  find  work  to  be 
clearly  weak  on  one  side  or  the  other. 

OPENING  STATEMENT  OF  SENATOR  NUNN 

Senator  Nunn.  Mr.  Chairman,  I  want  to  thank  the  panel  for  an 
excellent  job.  I  think  it  has  been  a  very  big  help  to  us,  and  I  think 
it  helps  put  the  whole  matter  in  perspective.  I  appreciate  very 
much  your  work.  It  has  been  very  valuable.  I  would  like  to  submit 
a  statement  for  the  record  in  addition  to  my  comments. 

Mr.  Chairman,  just  a  very  brief  statement  at  this  time.  I  know 
that  some  people  have  called  for  very  drastic  cuts  in  the  budget 
and  staffing  of  GAO,  I  am  told  on  the  order  of  25  percent,  some 
say  50  percent.  I  don't  think  there  is  any  doubt  that  any  organiza- 
tion can  improve.  I  don't  think  there  is  any  doubt  that  any  organi- 
zation can  stand  some  outside  scrutiny,  and  without  it,  sometimes 
it  does  not  have  the  incentive  to  take  on  its  own  reform.  And  I 
don't  have  any  doubt  GAO  can  improve  and,  under  Chuck  Bowsher, 
will  make  changes  and  is  making  changes. 

I  do  believe,  though,  that  we  need  to  put  it  in  perspective  be- 
cause the  complaints  on  one  side,  even  if  taken  totally  to  be  legiti- 
mate— and  I  don't.  But  if  they  were  all  taken  to  be  legitimate,  on 
the  other  side  all  the  things  that  have  been  done  beneficial  to  the 
taxpayers  by  the  GAO  far  outweigh  the  complaints,  even  if  every 
complaint  were  legitimate.  And  I  do  not  believe  they  have  been, 
and  I  think  the  panel  here  has  indicated  they  did  not  find  any  par- 
tisanship in  terms  of  the  GAO  approach. 

Just  from  the  Subcommittee  I  chaired  on  this  Committee,  the 
Permanent  Subcommittee  on  Investigations,  we  have  had  hearings 
and  the  result  of  GAO  work  that  just  in  the  last  few  years  we  be- 
lieve has  saved  the  Federal  Government,  in  a  way  we  can  docu- 
ment, over  $300  million.  Just  one  Subcommittee.  For  example, 
$250  million  of  it  is  in  reduced  prison  construction  costs  from  rec- 
ommendations on  double  bunking  and  revised  square  footage 
standards  by  the  Federal  Bureau  of  Prisons.  Another  $62  million 
we  can  document  in  recommended  changes  in  wage  garnishment 
for  defaulted  student  loans.  So  that  is  just  one  Subcommittee  on 
Capitol  Hill,  and  that  would  be,  what,  two-thirds  of  the  total  budg- 
et in  1  year  for  GAO. 

In  addition  to  that,  where  we  do  not  try  to  quantify  the  dollars 
but  the  dollars  could  be  many,  many  times  what  I  just  identified, 
we  have  had  GAO's  substantial  help  in  highlighting  the  short- 
coming of  State  insurance  regulation  of  Blue  Cross  and  Blue  Shield 
plans  that  exposed  literally  thousands  of  subscribers  to  loss  of 
health  care  benefits  through  insurer  default.  And  the  work,  Mr. 
Chairman,  you  and  I  and  others  on  this  Subcommittee  have  done 
on  that — and  Senators  Glenn  and  Levin  are  part  of  it — has  basi- 
cally, I  think,  had  the  effect  of  having  a  reform  of  Blue  Cross/Blue 
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Shield  throughout  the  Nation.  It  hasn't  solved  all  the  problems,  but 
we  couldn't  have  done  that  without  GAO. 

Another  area  is  the  highlighted  shortcomings  in  State  insurance 
regulation  that  permitted  fraudulent  insurers  to  operate  with  im- 
punity, a  very  big  area  that  involves  literally  billions  and  billions 
of  dollars. 

Another  area,  just  for  instance,  is  highlighting  the  loopholes  in 
current  Federal  and  State  money-laundering  statutes — Mr.  Chair- 
man, you  have  taken  a  real  lead  on  that — that  really  permit  bil- 
lions of  dollars  of  drug  and  criminal  proceeds  to  escape  taxation, 
forfeiture,  and  seizure. 

So  just  in  the  work  of  that  Permanent  Subcommittee  on  Inves- 
tigations alone  I  think  GAO  has  earned  their  keep  many  times 
over.  Now,  that  does  not  mean  that  they  should  not  make  improve- 
ments. I  think  that  there  is  room  for  improvement.  I  think  some- 
times I  have  chaired  and  am  now  Ranking  Member  on  the  Armed 
Services  Committee.  They  have  done  enormous  work  for  us  there. 
Overall,  it  has  been  very  beneficial. 

There  are  times  when  GAO  takes  on,  for  instance,  a  detailed  ex- 
amination of  a  weapons  system,  and  frankly,  I  think  they  get  in 
over  their  heads  sometimes  because  it  is  very  difficult.  You  don't 
have  expertise  in  that  area  to  analyze  all  that  is  going  on  in  weap- 
ons system  procurement.  They  can  look  at  the  accounting  part  of 
it,  but  it  is  very  hard  for  them  to  always  get  the  evaluation  part 
of  it  properly.  Sometimes  I  think  they  don't  listen  quite  enough  to 
the  experts  in  that  regard,  but  even  when  I  don't  agree  with  the 
report,  I  find  the  questions  raised  by  them  to  be  useful  in  getting 
the  managers  over  there  in  the  Department  of  Defense  to  come  up 
with  the  answers  to  those  matters. 

All  in  all,  I  am  a  strong  supporter  of  GAO,  and  I  hope  whatever 
we  do  here  in  reforming  GAO  will  be  constructive  and  will  not 
leave  us  crippled  in  terms  of  basically  dealing  with  waste,  fi'aud, 
and  abuse  in  the  government.  And  we  know  there  is  plenty  of  it 
going  around. 

We  all  also  know  that  the  way  people  run  campaigns  out  there 
get  out  there  as  if  there  is  a  line  item  in  the  budget  called  "Waste, 
Fraud,  and  Abuse"  and  we  can  simply  put  an  amendment  on  the 
floor  saying,  "Thou  shalt  not  waste  any  more  money  or  abuse  any 
more  money,"  and  it  doesn't  work  that  way.  You  have  got  to  get 
out  there  and  dig  it  out.  And  you  have  got  to  have  good  people 
digging  it  out,  and  they  have  got  to  be  professional  people,  and 
they  have  got  to  be  able  to  do  the  job. 

So  I  hope  we  will  put  this  in  its  proper  balance  as  we  move  for- 
ward. I  look  forward  to  hearing  from  Chuck  Bowsher  and  other 
witnesses. 

PREPARED  STATEMENT  OF  SENATOR  NUNN 

Today,  our  Committee  reviews  the  work  of  the  National  Academy  of  Pubhc  Ad- 
ministration (NAPA)  that  studied  the  operations  and  management  of  the  General 
Accounting  Office.  Their  study  was  initiated  by  our  former  chairman,  Senator 
Glenn,  and  our  current  chairman,  Senator  Roth,  in  response  to  concerns  expressed 
by  some  about  the  operations  and  objectivity  of  the  GAO.  Some  are  calling  for  dras- 
tic cuts  in  the  budget  and  staffing  of  the  GAO  on  the  order  of  25  percent  in  1  year 
alone. 

While  I  have  an  open  mind  to  any  recommendations  to  improve  the  GAO  and  it's 
operation  and  look  forward  to  today's  testimony,  I  do  not  believe  cuts  in  the  order 
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of  25  percent  are  warranted.  The  General  Accounting  Office  can  proudly  point  to 
its  record  of  having  saved  billions  of  dollars  in  its  74-year  history.  As  Members  of 
the  Grovernmental  Affairs  Committee,  we  have  initiated  much  of  the  good  work  that 
the  General  Accounting  Office  had  done  over  the  years.  Under  my  direction  as 
Chairman  of  the  Permanent  Subcommittee  on  Investigations,  the  General  Account- 
ing Office  has  reviewed  dozens  of  government  programs,  identifying  innumerable 
areas  for  improvement  In  the  last  few  years  alone,  their  work  for  the  Subcommittee 
has  resulted  in  documented  savings  to  the  federal  government  of  over  $300  million: 
$250  million  in  reduced  prison  construction  costs  from  recommendations  on  double 
bunking  and  revised  square  footage  standards  for  the  Federal  Bureau  of  Prisons; 
and  $62  million  in  recommended  changes  in  wage  garnishment  for  defaulted  Guar- 
anteed Student  Loans. 

Beyond  these  cost  savings,  the  General  Accounting  Office's  work  for  the  Sub- 
committee has  resulted  in  benefits  that  are  less  quantifiable  in  dollar  savings  al- 
though just  as  significant.  Their  work  has  repeatedly  alerted  Congress  and  the  Ex- 
ecutive Branch  to  emerging  problem  areas  in  the  regulatory  and  law  enforcement 
arenas.  Some  examples  from  our  own  Subcommittee's  work  include: 

•  Identifying  problems  with  judicial  security  that  exposed  our  federal  courts  and 
their  personnel  to  terrorist  and  criminal  assault; 

•  Highlighting  the  shortcomings  of  State  insurance  regulation  of  the  Blue  Cross 
and  Blue  Shield  plans  that  exposed  thousands  of  subscribers  to  loss  of  health 
care  benefits  through  insurer  default; 

•  Highlighting  shortcomings  in  State  insurance  regulation  that  permitted  fraudu- 
lent insurers  to  operate  with  impunity;  and 

•  Highlighting  the  loopholes  in  current  federal  and  State  moneylaundering  stat- 
utes that  permit  billions  of  dollars  of  drug  and  criminal  proceeds  to  escape  tax- 
ation, forfeiture  and  seizure. 

These  are  but  a  few  of  the  many  accomplishments  of  the  General  Accounting  Of- 
fice. I  am  sure  that  we  will  hear  more  examples  when  Comptroller  General  Bowsher 
testifies  today. 

As  you  know  Mr.  Chairman,  in  addition  to  iny  duties  on  this  Committee,  I  have 
served  as  the  Chairman  of  the  Armed  Services  Committee  and  I  am  now  the  Rank- 
ing Minority  Member  of  that  Committee.  In  these  capacities  I  have  had  many  occa- 
sions to  call  upon  the  GAO  for  help  in  establishing  the  facts  and  in  understanding 
defense  issues.  GAO  reports  and  reviews  are  an  essential  element  of  many  of  the 
decisions  we  make.  My  experience  has  shown  me  that  when  it  comes  to  accounting 
issues  or  issues  where  facts  need  to  be  gathered,  analyzed  and  presented  in  a  logical 
way,  the  GAO  is  superb.  The  analytical  work  that  the  GAO  did  for  the  Armed  Serv- 
ices Committee  on  the  Service  Academies,  and  on  the  investigation  into  the  causes 
of  the  IOWA  explosion  come  to  my  mind  as  excellent  examples  of  helpful  and  accu- 
rate work. 

There  are  areas,  however,  where  the  GAO  work  on  defense  can  be  improved. 
When  the  GAO  ventures  into  the  world  of  defense  policy,  for  example,  one  has  to 
wonder  why  the  judgments  of  the  GAO  would  or  should  supersede  the  judgments 
of  experts  in  the  government  or  on  our  committees  for  that  matter. 

I  have  also  occasionally  found  that  the  reports  published  by  the  GAO  do  not  give 
government  officials  enough  credit  for  correcting  problems  or  enough  credit  to 
rebuttals  from  government  officials. 

So  as  I  have  said,  I  approach  this  hearing  with  an  open  mind.  We  need  to  be 
mindful  of  both  the  strengths  and  the  weaknesses  of  the  GAO  as  we  proceed.  I  do 
not  believe  we  should  "throw  out  the  baby  with  the  bath  water"  in  an  attempt  to 
improve  GAO.  Now,  more  than  ever,  as  the  need  for  a  more  efficient  government 
is  apparent,  we  will  need  the  continued  assistance  of  the  General  Accounting  Office 
to  help  Congress  ferret  out  waste,  fraud  and  abuse.  With  a  general  decline  in  the 
oversight  budgets  of  most  of  the  Congressional  committees  as  well  as  many  Inspec- 
tors General,  it  seems  to  me  that  we  should  examine  this  issue  closely  before  we 
make  drastic  cuts  in  the  budget  of  the  General  Accounting  Office. 

I  look  forward  to  hearing  from  the  members  of  the  panel  of  experts  from  the  Na- 
tional Academy  of  Public  Administration  (NAPA)  who  were  tasked  to  conduct  this 
study  on  the  roles,  mission  and  operation  of  GAO.  I  congratulate  not  only  this  panel 
for  its  excellent  work  but  also  Senator  Glenn  who,  as  the  then-Chairman  of  the  Gov- 
ernmental Affairs  Committee,  had  the  foresight  to  call  for  such  a  review.  I  also  wish 
to  commend  Senator  Roth,  our  current  Chairman,  and  his  staff,  for  their  tireless 
work  in  improving  not  only  the  GAO,  but  other  government  agencies. 

Chairman  ROTH.  Thank  you,  Senator  Nunn.  Let  me  thank  each 
member  of  the  panel.  We  appreciate  your  being  here  today.  Your 
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report  has  been  extremely  helpful  and,  more  importantly,  we  look 
forward  to  calling  upon  your  expertise  as  we  move  ahead  to  ensure 
that  GAO  not  only  continues  its  good  work  but  is  shaped  to  meet 
the  21st  Century. 

Mr.  Campbell.  Thank  you  very  much,  sir. 

Senator  Glenn.  Let  me  just  associate  myself  with  the  Chair- 
man's remarks.  When  we  started  talking  about  this  back  in  early 
1993,  I  think  it  was — it  has  been  some  time  ago  now — we  took  this 
on,  and  we  all  discussed  on  the  Committee  and  with  all  of  us  here 
what  the  parameters  were  that  we  wanted  you  to  look  at.  We  out- 
lined them,  and  I  think  you  have  done  an  admirable  job  in  meeting 
all  of  our  expectations.  We  appreciate  your  work.  Thank  you  very 
much. 

Mr.  Campbell.  Thank  you  very  much. 

Chairman  ROTH.  Thank  you  very  much. 

Mr.  FOSLER.  Thank  you,  Mr.  Chairman. 

Chairman  ROTH.  We  will  now  call  upon  Comptroller  General 
Bowsher.  It  is  a  pleasure  to  welcome  you  here  once  again,  Mr. 
Bowsher.  I  think  it  is  clear  from  all  the  remarks  of  the  panel  that 
everyone  is  strongly  supportive  of  the  General  Accounting  Office. 
We  think  it  plays  an  important  role  in  government,  that  it  will  con- 
tinue to  do  so,  but  like  all  organizations,  periodically  a  review  of 
its  activity  is  in  order,  particularly  with  the  idea  of  ensuring  that 
its  mission  is  appropriate  for  the  requirements  of  today  as  well  as 
improving  the  efficiency  with  which  it  works. 

We  welcome  you  here,  Mr.  Bowsher,  and  look  forward  to  your  re- 
marks. 

TESTIMONY  OF  HON.  CHARLES  A.  BOWSHER,i  COMPTROLLER 
GENERAL,  U.S.  GENERAL  ACCOUNTING  OFFICE;  ACCOM- 
PANIED BY  JAMES  F.  HINCHMAN,  SPECIAL  ASSISTANT  TO 
THE  COMPTROLLER  GENERAL 

Mr.  Bowsher.  Thank  you  very  much,  Mr.  Chairman. 

Chairman  RoTH.  You  might  introduce  your  aide,  if  you  would. 

Mr.  Bowsher.  Yes,  with  me  is  Jim  Hinchman,  who  is  my  Special 
Assistant.  He  serves  in  the  capacity  of  deputy  to  the  Comptroller 
General  at  the  GAO. 

Mr.  Chairman  and  other  Members  of  the  Committee,  I  appreciate 
very  much  the  support  that  you  have  given  the  GAO,  and  I  have 
enjoyed  working  with  you  over  the  last  14  years. 

I  would  like  to  begin,  Mr.  Chairman,  by  asking  that  my  full 
statement  be  included  in  the  record,  and  then  I  will  just  make  a 
few  summary  remarks. 

Chairman  ROTH.  So  ordered. 

Mr.  Bowsher.  Thank  you.  This  is  an  oversight  hearing  before 
the  Governmental  Affairs  Committee,  which  passed  the  CFG  Act, 
and  so  I  would  like  to  begin  by  submitting  also  for  the  record  our 
annual  report. 

We  have  had  an  annual  report  for  over  8  years  now  that  has  cer- 
tified audited  financial  statements,  which  is  required  in  the  CFO 
Act,  and  it  is  a  model  for  the  rest  of  the  government  that  we  can 
do  this  just  like  your  act  is  requiring.  It  is  important  to  note  that 


*  The  prepared  statement  of  Mr.  Bowsher  appears  on  page  78. 
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the  GAO  is  closing  its  books  in  6  weeks.  We  can  issue  a  report  to 
the  Congress  when  the  Congress  comes  back  in  January  every  year 
that  lays  out  what  our  goals  were,  and  our  performance  achieve- 
ments. When  we  get  the  24  largest  agencies  in  the  Federal  Govern- 
ment able  to  do  the  same  thing,  it  is  going  to  help  rebuild  the  con- 
fidence of  the  American  people  in  government.  And  when  GAO  can 
audit  the  consolidated  financial  report  of  the  entire  government  in 
1997  and  that  can  be  issued,  I  think  that,  again,  will  help  very 
much.  So  I  would  ask  that  if  you  would,  put  GAO's  1994  annual 
report  into  the  record,  Mr.  Chairman.  ^ 

Chairman  RoTH.  Yes.  Without  objection,  so  ordered. 

Mr.  BowSHER.  GAO  has  also  been  issuing  its  Annual  Report  of 
Key  Performance  Indicators  for  a  number  of  years  showing  how 
well  the  organization  is  performing.  And  of  course,  that  again  is 
what  is  required  by  this  Committee's  new  Government  Perform- 
ance and  Results  Act.  We  are  also  issuing  in  the  near  future  a  stra- 
tegic plan  of  the  General  Accounting  Office  as  recommended  by 
NAPA,  and  we  have  been  issuing  for  some  time  plans  for  each  of 
our  35  program  issue  areas.  Consistent  with  a  NAPA  recommenda- 
tion, we  will  be  making  those  public  this  year  as  we  revise  them 
and  will  regularly  make  these  plans  available  to  the  public  in  fu- 
ture years. 

So,  I  would  appreciate  it  if  an  example  of  one  of  our  issue  area 
plans  could  be  put  in  the  record. 

Chairman  RoTH.  Without  objection.^ 

Mr.  BowSHER.  Now,  what  kind  of  results  has  GAO  produced  in 
the  last  14  years?  There  is  some  indication  today,  apparently  some 
report  that  the  staff  has  made,  that  GAO  is  not  an  efficient  oper- 
ation. There  is  no  question  that  we  can  improve  the  efficiency  of 
GAO,  but  I  think  we  have  also  made  great  strides  in  GAO  in  the 
last  14  years. 

In  1992,  when  we  issued  our  annual  report  to  the  Congress,  we 
compared  what  our  productivity  had  been  from  1983  and  1984 
right  through  the  other  2-year  congressional  sessions  through  1991 
and  1992.  In  that  period  of  10  years,  or  five  congressional  sessions, 
we  significantly  increased  our  productivity  with  no  increase  in 
staff  For  example,  between  1983-84  and  1992-93  the  number  of 
products  that  we  issued  went  from  around  1,800  up  to  3,000.  The 
number  of  testimonies  went  up  from  300  to  566.  The  number  of 
recommendations  increased  fi^om  2,177  to  3,368  and  the  financial 
benefits  that  have  been  talked  about  so  much  here,  equaled  $100 
billion  in  the  1980's,  and  have  already  hit  more  than  $100  billion 
in  the  first  5  years  of  the  1990's. 

Now,  how  did  GAO  make  this  improvement?  How  did  GAO  near- 
ly double  its  productivity  without  any  increase  in  staff?  We  made 
a  lot  of  changes  to  do  that.  We  reorganized  the  GAO  and  cut  the 
number  of  divisions  from  12  to  6.  But,  more  importantly,  we  put 
a  great  deal  more  emphasis  on  our  35  issue  areas,  six  of  which  are 
in  defense,  where  we  really  get  the  work  done.  In  earlier  days,  an 
issue  area  was  headed  up  by  one  member  of  the  SES,  and  we  said 
that  if  the  issue  areas  can  do  good  work  and  get  the  work  planned 


*  The  annual  report  appears  on  page  186. 

2  Memorandum  containing  the  issue  area  plans  appears  in  the  Appendix  on  page  266. 
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properly,  we  are  going  to  use  that  level  of  our  management  team 
to  do  testifying. 

One  of  the  reasons  today  that  we  can  testify  as  often  as  we  do 
and  as  well  as  we  do  is  that  we  have  every  year  somewhere  be- 
tween 60,  70,  or  80  people  representing  GAO,  all  at  the  SES  level, 
not  Presidential  appointees — I  am  the  only  Presidential  appointee 
at  the  GAO — that  are  able  to  make  good  testimonies. 

So  that  in  the  first  100  days  of  this  Congress,  we  will  have  done 
more  than  100  testimonies.  I  don't  think  there  is  any  agency,  ex- 
cept perhaps  the  Defense  Department — that  has  been  able  to  do 
that  many  testimonies  in  the  first  100  days. 

To  produce  these  testimonies,  we  have  devolved  a  great  deal  of 
responsibility  to  our  issue  area  directors,  and  we  have  reorganized 
our  SES  so  I  now  have  two  SESers  and  in  some  areas  three  SESers 
in  each  of  those  issue  areas.  That  gives  me  much  more  strength 
and  leadership  in  how  we  do  our  work  in  areas  such  as  agriculture, 
transportation,  health  care,  or  many  of  the  other  agencies. 

We  also  made  some  major  changes  to  the  personnel  system.  We 
changed  to  a  pay-for-performance  system,  and  during  the  past  5 
years  went  from  where  our  best  people  were  at  the  bottom  of  the 
pay  scale  and  our  poor  performers  were  getting  the  most  pay  to 
where  our  best  performers  are  now  at  the  top  and  are  being  re- 
warded for  doing  the  best  work. 

We  also  have  a  merit  promotion  system,  and  we  have  a  very  good 
merit  selection  system  into  the  SES.  I  have  asked  the  Congress  for 
two  increases  in  the  SES,  and  we  have  gone  from  116  to  145.  I 
asked  for  that  for  one  very  simple  reason — that  is,  coming  out  of 
Arthur  Andersen  &  Company,  one  of  the  biggest  and  most  success- 
ful accounting  and  consulting  firms,  I  looked  at  the  ratio  of  their 
partners  to  my  SES,  and  it  was  just  out  of  whack.  In  other  words, 
when  Arthur  Andersen  in  1973  was  an  organization  of  10,000,  they 
had  close  to  800  partners.  If  you  think  of  GAO  as  an  organization 
of  5,000  and  only  116  SESers,  why,  we  had  literally  one-fourth  of 
the  leadership.  And  that  impacted  productivity  because  if  somebody 
would  be  sick  or  somebody  had  to  get  transferred,  then  we  would 
have  to  start  over  with  a  whole  new  person. 

By  having  two  members  of  the  SES  in  each  of  the  35  issue  areas, 
even  sometimes  three  where  I  know  somebody  is  going  to  retire,  we 
have  continuity  of  leadership,  and  that  has  been  a  big  factor  in  the 
work  that  we  can  do  and  the  efficiency  that  we  can  do  it  with. 

We  also  decided  to  recruit  the  best.  GAO  is  one  government 
agency  that  can  attract  the  best  young  people  coming  out  of  the 
major  universities  and  the  private  sector.  We  went  after  the  best, 
and  we  got  them.  We  sometimes  had  as  many  as  5,000  or  7,000  ap- 
plicants for  250  openings,  and  we  were  able  to  get  people  with  mas- 
ter's degrees,  Ph.D.'s,  but  more  importantly,  we  were  able  to  at- 
tract people  with  the  right  temperament  and  skills  to  do  this  work. 

We  want  to  reain  those  people  after  we  recruit  them,  so  we  also 
have  to  develop  first  rate  work  environments  with  modern  com- 
puter work  stations.  I  think  there  was  a  statement  a  few  moments 
ago  suggesting  that  our  computer  capability  was  out  of  date  or  not 
quite  up  to  snuff.  That  was  true  for  a  number  of  years.  One  of  the 
reasons  was  that  the  House  Appropriations  Committee  wanted  to 
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see  what  kind  of  a  mission-oriented  system  we  could  design  before 
they  would  approve  some  of  our  computer  buys. 

But  I  can  tell  you  this,  Mr.  Chairman:  At  the  end  of  this  fiscal 
year,  at  GAO  all  the  professional  people  will  have  modern  comput- 
ers, and  we  will  have  our  network  all  but  in  place.  In  other  words, 
we  might  not  quite  get  it  by  December,  but  shortly  thereafter  we 
will  have  completely  networked  the  organization.  We  have  also  in- 
stalled video  conferencing  for  example,  which  has  resulted  in  big 
savings.  We  don't  need  any  more  for  our  people  in  our  field  offices 
to  get  in  an  airplane  and  fly  to  Washington  for  a  2-hour  meeting. 
We  can  do  it  by  video  conference  because  we  have  all  our  major 
field  offices  hooked  up.  We  have  cut  our  travel  costs  by  a  third  as 
a  result  of  the  investment  in  video  conferencing  and  our  computer 
network. 

One  of  the  other  things  we  hope  to  do  is  to  move  to  a  mission- 
oriented  computer  system  for  our  data  collection  and  analysis.  I  sat 
in  the  San  Francisco  office  last  year  and  saw  one  of  my  San  Fran- 
cisco field  teams  working  with  my  Washington  team,  and  they  were 
able  to  put  together  a  testimony  without  ever  flying  to  Washington, 
without  ever  sending  any  paperwork.  In  other  words,  by  using  elec- 
tronic methods,  we  moved  that  information  to  Washington  and 
were  able  to  put  testimony  together  in  a  few  hours. 

We  are  also  using  new  technology  to  efficiently  complete  basic 
auditing  tasks.  As  you  know,  most  of  our  results  are  dependent  on 
basic  audit  work  conducted  in  the  field.  We  have  modernized  the 
techniques  for  picking  up  that  information.  For  example,  in  the  old 
days  when  you  would  go  out,  you  would  develop  big  spread  sheets 
and  have  lots  of  paperwork  and  a  lot  of  rewriting.  Today,  with 
modern  computers  and  modern  techniques  we  are  able  to  pick  up 
the  information  and  scan  it;  or  we  utilize  computer  tapes. 

As  a  result  of  measures  such  as  these,  over  the  past  10  years  be- 
fore we  began  downsizing  the  organization  we  significantly  in- 
creased our  productivity  without  any  increase  in  staff,  and  we  more 
than  doubled  the  number  of  dollars  savings  for  the  American  tax- 
payer. 

We  have  also  invested  heavily  in  quality  management  principles. 
This  began  when  the  Senate  Finance  Committee,  Mr.  Chairman,  of 
which  you  were  a  Member  under  Senator  Bentsen's  leadership, 
asked  us  to  go  out  and  look  at  the  Baldrige  Award  program.  The 
Baldrige  Award  is  given  to  companies  that  do  the  best  in  improving 
the  quality  of  their  processes.  As  we  did  that  work,  my  staff  came 
back  and  said,  Mr.  Bowsher,  you  ought  to  come  out  and  look  at 
these  companies  personally  because  some  of  them  are  making  great 
strides.  They  are  really  making  great  improvements  on  their  qual- 
ity and  how  they  do  the  work.  So  I  went  out,  and  I  looked  at  some 
of  these  companies,  especially  in  the  auto  industry,  in  which  I  had 
some  background,  having  worked  my  first  job  out  of  college  at  the 
Chrysler  Corporation.  And  I  became  convinced  that  my  staff  was 
right. 

I  also  went  to  Motorola,  and  I  met  with  Bob  Galvin,  the  CEO  of 
Motorola,  and  he  said  that  he  thought  this  TQM  effort  that  Dr. 
Demming  and  others  had  gotten  started  in  Japan  and  now  have 
moved  over  to  the  United  States  was  very  beneficial  for  his  com- 
pany, not  only  in  the  manufacturing  areas  but  in  some  of  the  other 
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administrative  and  service  areas.  I  had  him  come  to  Washington  to 
speak  to  our  management  team  and  he  helped  convince  me  and  my 
team  that  TQM  offered  opportunities  for  improving  GAO.  We  then 
had  Dr.  Demming  come  and  visit  us  on  a  Saturday,  and,  of  course, 
he  strongly  recommended  it.  He  was  also  very  intrigued  by  the  fact 
that  a  government  agency  was  willing  to  give  it  a  good  shot,  be- 
cause he  said  in  Japan — and  we  found  this  later,  talking  to  the 
Japanese — the  government  there  has  never  been  willing  to  look  at 
improving  its  processes  like  their  manufacturing  industry  has. 

So  since  1991  we  have  had  a  TQM  program  to  help  improve  the 
operations  at  GAO,  and  we  have  made  some  good  progress.  For  ex- 
ample, we  have  made  good  progress  in  improving  communications 
with  our  staff  by  following  to  a  great  extent,  recommendations  from 
Federal  Express.  And  I  might  say  also  that  going  back  a  number 
of  years,  we  redid  the  format  of  all  our  products  based  on  the  ad- 
vice of  a  consultant  out  of  New  York,  and  we  shortened  up  our 
products  and  made  them  much  more  readable  and  useful. 

But  we  do  have  one  major  problem  left  at  the  GAO.  It  is  one  that 
we  ourselves  have  been  aware  of  for  some  time.  It  is  one  that  is 
brought  up  when  we  interview  staff  and  Members  of  the  Congress, 
and  it  is  one  that  NAPA  mentioned  in  their  report.  That  is,  we  do 
not  have  a  good  streamlined  process  in  producing  our  major  re- 
ports. 

One  of  the  reasons  why  some  of  the  hearing  charts  might  indi- 
cate some  lateness  is  that  we  have  a  variety  of  reports  and  a  vari- 
ety of  products  that  we  have  to  produce,  and  we  have  a  lot  of  dif- 
ferent requests  coming  in.  And  we  have  a  lot  of  different  events 
that  happen  that  impact  on  how  we  do  our  work. 

When  we  do  100  testimonies  in  the  first  100  days  of  the  Con- 
gress, that  means  that  a  lot  of  people  have  to  be  working.  A  lot  of 
our  senior  people  have  to  be  working  on  those  testimonies.  So 
sometimes  they  have  to  set  aside  their  work  on  a  main  audit  blue 
book  report  that  they  are  also  doing.  But  we  have  never  missed  a 
testimony.  In  other  words,  we  have  100  percent  timeliness  on  doing 
our  testimonies  and  also  in  getting  the  testimonies  up  to  the  com- 
mittees. 

We  have  also  made  major  progress  on  our  briefing  reports.  This 
is  where  we  come  up  and  brief  someone  and  then  we  provide  them 
a  report.  We  used  to  take  weeks  to  file  the  report.  We  now  do  it 
in  7  days.  That  is  our  goal.  And  lots  of  times  we  do  it  within  3  or 
4  days. 

But  we  still  have  the  major  reports  that  we  issue,  and  we  have 
a  major  program  trying  to  re-engineer  this  process.  We  have  a 
major  consultant  that  is  helping  us  do  it,  and  this  is  one  of  the 
things  I  was  hoping  to  get  done  before  I  go  out  of  office  in  18 
months.  It  is  not  easy,  but  to  me,  it  is  the  crucial  issue  we  must 
solve.  As  part  of  improving  our  assignment  management  process, 
we  will  be  doing  a  risk/complexity  assessment,  you  might  say,  of 
each  job  that  comes  in.  And  we  have  taken  the  recommendations 
of  NAPA,  and  have  formed  a  group  called  "Team  Agriculture," 
which  is  going  to  do  a  prototype  on  the  use  of  terms  of  reference 
that  include  several  items  including  cost  estimates.  The  terms  of 
reference  should  improve  the  communications  with  the  Congress, 
improve  the  staffing,  and  we  certainly  hope  in  the  end  result  we 
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will  improve  the  timeliness  of  doing  our  work.  And  that  protot5T)e, 
which  includes  100  staff  years  in  the  agriculture  area,  is  what  we 
are  hoping  will  give  us  the  indication  of  how  we  can  then  spread 
those  lessons  learned  into  the  rest  of  the  organization. 

Many  people  would  like  us  to  move  faster  on  an  improvement 
like  that,  and  I  would  like  to  do  it,  too.  But  all  too  often  I  think, 
without  prototyping,  you  sometimes  think  you  know  the  answer, 
until  you  try  it. 

We  are  committed  to  improving  our  processes.  It  is  just  not  easy. 
We  are  in  touch  with  all  the  big  accounting  firms  and  many  of  the 
management  consulting  firms  in  the  type  of  work  that  we  are  in. 
And  all  of  them  are  working  on  this  same  issue.  All  of  them  have 
had  the  same  problems  as  GAO.  And  I  think  that  one  of  us  is  going 
to  crack  it,  I  hope  we  will  be  able  to  do  it. 

I  would  also  like  to  say  as  somebody  pointed  out,  that  GAO  is 
the  central  auditing  organization  of  the  Federal  Government  of  the 
United  States  and  that  every  other  country  has  such  a  function.  I 
can  tell  you  this,  Mr.  Chairman,  that  GAO  is  viewed  by  all  of  those 
others  as  the  premier  auditing  organization  of  Federal  Grovern- 
ments  or  National  Governments.  And  we  have  been  very  active 
internationally  to  try  to  export,  literally,  how  we  do  our  work  here 
with  our  yellow  book  standards,  our  national  internal  control 
standards,  and  in  many  other  ways. 

We  have  also  played  the  same  role  in  State  and  local  government 
auditing.  If  you  go  back  to  when  the  New  York  City  fiscal  crisis  hit 
in  the  mid-1970's,  most  of  the  cities  of  this  country  and  none  of  the 
States  were  audited.  GAO  under  my  predecessor  began  working 
with  the  State  and  local  governments.  We  eventually  passed  legis- 
lation with  the  help  of  this  Committee,  and  today  all  of  the  States 
and  all  of  the  cities  under  the  Single  Audit  Act  have  audits  and 
they  have  financial  reports,  and  much  of  their  work  is  patterned 
after  the  GAO's  work. 

That  has  taken  a  lot  of  effort,  but  it  has  been  well  worth  it  be- 
cause that  is  what  has  helped  to  keep  some  of  the  cities  and  States 
from  coming  to  Washington  for  bailouts  in  this  last  great  recession. 

But  as  we  see,  we  have  a  situation  in  the  District  of  Columbia 
which  is  very  serious,  and  GAO's  reports  recently  have  shown  how 
serious  it  is.  And  I  think  that  is  a  pretty  good  illustration  of  how 
something  comes  up  that  we  have  to  deal  with  that  we  didn't  plan 
on.  We  have  to  put  teams  of  5  or  10,  to  adequately  respond  to  re- 
quests for  work  we  added  and  now  12  more  people  to  work  in  this 
area.  Inevitably,  this  disrupts  some  of  our  other  work,  but  we  have 
to  keep  moving  to  where  the  problems  are. 

When  the  S&L  crisis  came,  we  traditionally  had  audited  the  in- 
surance funds,  both  the  FDIC  and  the  FSLIC  insurance  funds,  and 
there  were  no  problems  in  those  insurance  funds.  But  in  the  middle 
of  the  1980's,  the  problems  started.  So  we  had  to  go  out  and  look 
at  what  was  causing  those  problems.  We  had  to  go  out  and  look 
at  what  were  the  factors  other  than  the  economic  factors  that  were 
causing  them.  And  one  of  the  big  problems  was  a  lack  of  internal 
controls.  Many  of  the  banks  and  the  S&L's  that  went  down  went 
down  pretty  much  for  the  same  reason  as  the  Singapore  situation 
recently  on  derivatives:  Lack  of  internal  controls.  And  we  have  re- 
ported on  this  issue. 
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We  did  a  lot  of  work  in  that  area,  and  we  did  it  by  shifting  our 
people  from  one  area  to  the  next.  We  did  not  come  to  the  Congress 
and  ask  for  additional  staff. 

Downsizing  at  GAO — Starting  in  1992,  because  the  pressure  was 
on  to  reduce  the  legislative  appropriation,  the  Congress  reduced 
our  appropriation,  and  we  have  been  coming  down  from  about 
5,300  FTEs,  to  around  4,700,  and  we  have  a  plan  now  to  come 
down  to  3,975.  That  would  be  a  25-percent  staff  cut  at  GAO  over 
5  years.  That  would  save  in  payroll  and  benefits  alone  $130  million 
a  year  for  the  American  taxpayer,  over  $1  billion  over  10  years. 

So  if  we  go  back  to  what  Senator  Levin  said;  he  would  like  to 
compare  GAO's  costs  against  its  savings,  and  I  think,  this  is  very 
important  because  we  don't  want  to  come  down  in  size  and  not  be 
able  to  do  the  work  that  generates  all  those  billions  of  dollars  of 
savings  and  all  the  other  good  work  that  GAO  does. 

As  I  said  in  our  annual  report  last  year,  we  have  come  down  in 
size  and  are  committed  to  managing  this  reduction  so  that  the 
quality  and  the  impact  of  our  work  are  not  compromised.  And  that 
is  why  we  wanted  to  do  it  and  still  want  to  do  it  over  a  5-year  pe- 
riod, of  which  we  have  already  completed  about  3  years.  I  am  quite 
confident  that  we  can  come  down  in  the  next  2  years  and  achieve 
that  25-percent  staff  cut. 

That,  Mr.  Chairman,  is  what  we  would  strongly  recommend  to 
the  Congress;  that  we  be  allowed  to  do  it  that  way  and  not  have 
one  of  these  large  draconian  cuts  of  like  25  percent  in  1  year,  be- 
cause if  that  happens,  we  will  then  have  to  RTF  hundreds  of  our 
people,  and  it  will  be  so  disruptive  that  GAO,  which  is  often  re- 
ferred to  as  a  model  by,  for  example,  the  Volcker  Commission  when 
it  looked  at  personnel  and  as  raised  by  Mr.  Ornstein  the  other  day 
at  a  hearing  that  GAO  had  improved  the  working  conditions  of  its 
people  and  had  attracted  the  best  people  to  work  in  the  organiza- 
tion. I  think  we  could  have  a  real  disaster  and  no  longer  be  a 
model,  but  actually  be  a  mess  as  an  organization  if  we  have  to 
come  down  very  precipitously  in  1  year. 

So,  Mr.  Chairman,  I  hope  that  we  can  continue  to  work  with  this 
Committee.  We  want  to  work  with  you.  I  know  that  you  are  inter- 
ested in  re-engineering  the  government.  We  feel  that  we  have  done 
quite  a  bit  of  re-engineering  at  GAO  already.  We  have  this  plan  to 
support  and  improve  our  processes,  and  we  would  like  to  do  it,  but 
we  would  like  to  do  it  in  a  very  measured  way  to  make  sure  we 
are  doing  it  right  and  we  are  not  getting  ourselves  into  trouble. 

Thank  you  very  much.  We  would  be  happy  to  answer  any  ques- 
tions. 

Chairman  Roth.  Well,  thank  you,  Mr.  Bowsher.  Our  goals  are 
the  same.  As  I  have  already  indicated,  GAO  does  discharge  an  im- 
portant responsibility.  The  question  is:  How  can  we  improve  it? 

It  has  been  shown  in  the  private  sector  that  better  services  can 
often  be  provided  with  less  people,  with  less  cost,  and  that  is  what 
we  are  here  to  do,  to  try  to  determine  how  we  can  work  together 
in  improving  what  we  all  agree  is  a  very  important  organization. 

Now,  in  1992,  GAO  initiated  a  downsizing  effort,  and  my  under- 
standing from  your  figures  is  that  you  have  been  successful  in  cut- 
ting your  workforce  by  12  percent. 

Mr.  Bowsher.  That  is  correct. 
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Chairman  Roth.  At  the  same  time,  it  has  not  resulted  in,  as  I 
understand  it,  any  savings,  personnel  savings.  I  would  also  note 
that  I  think  your  so-called  TQM  initiative — I  would  like  to  have  a 
little  more  information  as  to  what  it  has  resulted  in.  The  informa- 
tion we  have  is  that  it  has  brought  about  some  minor  cutting  meas- 
ures like  buying  better  fax  machines,  not  framing  congratulatory 
letters,  award  certificates.  But  I  think  you  will  agree  with  me  those 
are  not  major  accomplishments. 

Then  there  has  been  a  lot  of  concern  about  the  lateness  and  the 
fact  that  the  costs  of  reports  have  actually  gotten  worse  since  the 
TQM  initiative  began. 

Let  me  ask  you  this:  Can  GAO's  internal  downsizing  efforts 
produce  real  dollar  savings  for  the  Federal  taxpayer?  And  if  so, 
when  do  you  think  that  will  begin? 

Mr.  BOWSHER.  Well,  I  think  it  already  has  begun.  Senator.  As  I 
point  out,  we  are  down  by  over  700  staff.  Eighty  percent  of  our 
costs  are  payroll  and  overhead,  so  we  have  saved  the  payroll  and 
the  benefit  costs  of  the  700  people  that  are  no  longer  with  us. 

You  point  out  that  the  budget  doesn't  indicate  a  drop  in  dollars 
from  1992,  and  that  is  because  of  the  pay  increases  that  are  beyond 
my  control.  In  other  words,  when  Congress  passes  pay  increases  for 
the  remaining  90  percent  of  the  people  that  are  still  there  at  GAO 
each  year,  in  such  areas  as  locality  pay  and  cost  of  living  increases, 
that,  of  course,  raises  the  cost  of  salaries  for  the  remaining  people. 
But  if  we  had  not  come  down  by  700  people,  you  would  have  had 
that  cost  in  addition  to  the  cost  of  GAO  current  staff. 

Also,  we  spend  about  8  percent  of  our  budget  on  technology  im- 
provements to  make  our  organization  more  effective.  But  that  in- 
vestment is  less  than  10  percent  of  the  cost  of  the  people.  So,  in 
other  words,  the  investment  in  the  technology  pays  off  in  your 
being  able  to  have  a  reduced  size  of  GAO.  Therefore,  my  plan  is 
to  come  down  the  25  percent  in  staff  and,  as  I  say,  save  $130  mil- 
lion. 

But  if  the  pay  increases  and  the  cost  of  living  and  other  things 
go  up  then  that  will  eat  away  at  some  of  those  savings.  But  they 
are  real  savings  because  you  have  that  much  fewer  people. 

Now,  if  I  could  answer  another  part  of  your  question,  on  our 
TQM  program. 

Chairman  ROTH.  Yes. 

Mr.  BowSHER.  In  TQM,  we  basically  have  had  what  I  call  two 
major  efforts,  and  if  you  go  to  the  Honda  company  in  Ohio,  for  ex- 
ample, or  any  of  the  companies  that  have  used  these  techniques, 
you  will  see  that  they  do  go  at  it  two  different  ways.  One  is  they 
encourage  their  employees  to  find  ways  of  saving  money  improving 
how  they  do  the  work.  That  is  what  we  have  done,  and  that  is  what 
we  have  highlighted  in  our  Management  News  reports.  And  the 
savings  aren't  big,  generally,  but  there  are  some  savings,  and  the 
people  feel  that  they  are  contributing  to  the  overall  success  of  your 
operation.  So  we  have  done  the  same  as  other  companies  have,  and 
we  have  featured  it  in  our  Management  News. 

I  think  your  staff  has  added  that  up  and  indicated  that  that  is 
the  total  benefit  of  TQM.  Not  at  all.  If  we  had  not  had  the  TQM 
process,  I  am  not  sure  that  we  could  have  brought  down  the  organi- 
zation in  the  last  3  or  4  years  by  700  people  and  still  maintained 
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the  productivity  that  we  have  been  able  to  achieve.  For  example, 
one  of  the  major  changes  we  have  made  under  TQM  is  we  have 
aligned  all  our  field  organizations  with  our  issue  areas.  That  means 
we  have  a  much  more  seamless  issue  area  in  doing  our  work.  And 
that  means  that  they  can  be  more  productive. 

What  we  have  here  is  a  program  that  is  going  forward,  that  is 
helping  us  bring  down  the  number  of  staff,  which  is  80  percent  of 
our  costs,  and  we  are  maintaining  much  of  our  productivity. 

Last  year,  in  my  annual  report,  I  pointed  out  that  we  had  issued 
about  1,200  reports,  only  50  less  than  what  we  had  produced  the 
previous  year  when  we  had  500  more  people  working  for  us,  and 
we  were  able  to  do  more  testimonies.  We  did  222  testimonies  ver- 
sus 190  the  previous  year. 

So  as  you  are  re-engineering  and  using  quality  improvement 
principles  to  bring  down  the  organization  over  a  number  of  years 
it  is  not  easy  to  maintain  your  output  and  quality.  If  you  can  do 
that,  it  is  a  major  accomplishment,  Mr.  Chairman. 

I  would  now  like  to  talk  to  the  costs  of  our  products  because  I 
see  your  staff  continues  to  put  up  charts  here.  The  earlier  chart  in- 
dicated that  the  average  cost  of  a  GAO  assignment  was  $400,000 
and  that  we  had  very  high  costs  in  the  design.  In  actuality,  52  per- 
cent of  our  reports  cost  $150,000  or  less;  12  more  percent  cost 
$150,000  to  $250,000;  23  percent  cost  $250,000  to  $500,000;  and  a 
little  over  10  percent  cost  over  $500,000. 

The  average  cost  is  not  that  meaningful  because  each  job  is  so 
different.  The  important  thing  is  to  do  each  job  as  efficiently  and 
as  effectively  as  we  can.  But  one  of  our  most  important  reports  last 
year  was  the  report  on  derivatives,  and  that  was  a  very  expensive 
report.  That  is  a  report  that  we  had  to  work  on  2  years  to  complete. 
That  report  made  our  performance  indicators  look  bad  if  you  just 
looked  at  the  performance  indicator  on  how  long  it  took  to  do  the 
job  or  how  costly  it  was. 

But  I  suspect  most  people  would  think — and  certainly  the  public, 
because  that  was  the  report  that  there  was  more  demand  than  any 
other  report  that  we  issued — thought  that  maybe  that  was  one  of 
the  most  valuable  reports  that  we  issued. 

Chairman  RoTH.  Let  me  go  back  to  your  quality  management. 
You  established  your  quality  management  initiative  several  years 
ago,  and  as  I  understand  it,  you  are  spending  roughly  $740,000  on 
the  Office  of  Quality  Management;  is  that  correct? 

Mr.  BOWSHER.  Approximately,  yes. 

Chairman  RoTH.  Then  you  testified  today  that  last  October  you 
created  a  senior  level  task  force  to  develop  best  practices  for  GAO. 
You  have  also  testified 

Mr.  BowsHER.  That  is  on  the  process,  Mr.  Chairman,  the  main 
process  of  how  we  do  the  audits  and  the  program  evaluations. 

Chairman  ROTH.  You  also  testified,  as  I  said,  you  created  a  sen- 
ior level  task  force  to  develop  best  practices  for  GAO.  Then  you  tes- 
tified that  you  disbanded  that  group  and  set  up  a  new  senior  man- 
agement team  again  to  develop  best  practices. 

How  did  the  task  force  you  established  last  October  or  the  new 
task  force  differ  in  responsibility  from  your  quality  management  of- 
fice? 
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Mr.  BOWSHER.  What  we  concluded  as  we  went  through  the  proc- 
ess was  that  we  needed  an  enhanced  effort  to  streamhne  the  proc- 
ess, and  so  we  have  estabHshed  two  task  forces  speciahzing  Ht- 
erally  in  how  to  streamhne  the  audit  process.  Please  let  me  give 
you  an  example  of  why  we  are  doing  this.  When  the  Japanese 
looked  at  the  automobile  industry  in  this  country,  they  decided  that 
they  could  not  and  did  not  wish  to  emulate  our  current  auto  indus- 
try. What  they  thought  was  that  the  River  Rouge  plant  in  Detroit 
that  Henry  Ford  had  developed  years  ago  was  probably  the  better 
model  for  them.  So  they  re-engineered,  you  might  say,  the  process 
of  making  an  automobile,  by  bringing  the  stamping  machine  and 
the  stamping  plant  right  up  next  to  the  final  assembly,  and  other 
things  including  changing  the  tool  and  die  process.  That  is  what  we 
are  trying  to  do  right  now  with  our  process,  and  that  is  a  major 
effort  that  has  added,  you  might  say,  to  what  we  did  last  October. 
So  we  are  not  replacing  the  task  force  I  established  last  October. 
What  we  are  trying  to  do  is  get  on  top  of  all  our  products,  and  as 
I  say,  we  have  really  good  success  now  with  testimonies,  with  brief- 
ing reports,  and  now  we  are  working  the  next  18  months  on  our 
main  blue  book  reports  to  try  to  streamline  that  process  and  the 
way  we  do  that  work. 

Chairman  RoTH.  Let  me  ask  you  this:  What  goals  have  you  es- 
tablished for  this  new  group? 

Mr.  BowsHER.  We  have  established  the  goal  of  cutting  our  re- 
work by  50  percent.  One  of  our  problems  is — and  it  is  the  same 
with  every  professional  organization,  whether  it  be  Booz  Allen  or 
Arthur  Andersen  &  Company  or  any  other  audit  organization  in 
government.  That  is,  when  you  have  your  younger  staff  going  out 
and  doing  the  work,  you  come  back  and  develop  a  first  draft,  and 
then  you  start  to  rewrite  the  drafts.  And  what  every  professional 
organization  in  the  country  now  realizes,  is  that  we  all  spend  too 
much  time  rewriting  drafts.  If  we  could  build  the  qusdity  into  the 
first  draft  or  the  second  draft,  we  could  produce  our  work  on  a 
more  timely  basis  than  what  we  are  able  to  do  today.  That  is  why 
we  are  benchmarking  and  looking  very  closely  at  these  other  pro- 
fessional firms  to  see  how  they  are  trying  to  do  it,  and  we  are  going 
to  try  to  see  if  we  can't  reduce  our  rework  by  50  percent. 

Chairman  RoTH.  You  talk  about  benchmarks.  In  a  hearing  ear- 
lier this  year,  you  stated  before  the  Governmental  Affairs  Commit- 
tee that  agencies  should  benchmark  their  current  practices  against 
the  practices  of  leading  organizations  and  develop  an  action  for  im- 
provement. 

Mr.  BowsHER.  That  is  correct,  Mr.  Chairman. 

Chairman  ROTH.  Meanwhile,  GAO's  personnel  utilization  rate — 
that  is  the  statistic  that  measures  time  spent  working  directly  on 
jobs — is  72  percent.  Now,  it  is  my  understanding  that  is  signifi- 
cantly below  the  industry  benchmark  of  between  85  and  90  per- 
cent. 

How  do  you  plan  to  bring  up  GAO's  staff  utilization  to  the  indus- 
try benchmark? 

Mr.  BOWSHER.  Well,  first,  let  me  say  that  I  think  we  have 
benchmarked  ourselves  against  other  professional  organizations, 
and  that  the  85  percent  figure  you  raise  from  the  professional  orga- 
nization addresses  only  certain  professional  staff.  We  called  the 
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Professional  Services  Council's  and  were  told  that  their  estimate  of 
direct  time  spent  on  work  only  includes  direct  billing  staff  actually 
charging  contracts.  This  does  not  include  overhead  staff  or  cor- 
porate officers. 

At  GAO,  we  have  charged  28  percent  to  indirect  time,  which  in- 
cludes 5  percent  for  training.  We  have  looked  at  other  organiza- 
tions. The  Canadian  Auditor  General,  for  example,  was  good 
enough  to  send  me — and,  by  the  way,  I  think  the  Canadian  Audi- 
tor's office  is  probably  one  of  the  best  next  to  ours  on  an  inter- 
national basis — he  sent  me  his  budget  submission  that  went  to  the 
Parliament  in  Ottawa.  It  shows  that  only  60  percent  of  the  office's 
time  is  charged  to  direct  auditing,  with  the  remaining  40  percent 
in  administration,  technology  support,  methodology  and  expertise — 
that  is  the  policies — the  financial  management  of  the  organization, 
the  human  resources,  and  the  training  and  development. 

So  I  was  initially  surprised  when  I  heard  that  this  professional 
group  was  saying  85  percent,  but  I  understand  that  now  the  Coun- 
cil is  referring  only  to  the  people  who  are  out  there  on  the  line. 

We  also  checked  with  Arthur  Andersen  &  Company,  a  firm  that 
I  was  a  partner  of,  and  I  might  point  out,  as  I  pointed  out  earlier, 
that  they  have  a  much  richer  leadership  of  partners  and  managers 
than  what  GAO  does.  In  1973  they  reported  that  16  percent  of  all 
staff  were  managers,  7  percent  were  partners;  so  that  was  23  per- 
cent in  total.  We  are  only  at  17  percent  at  GAO.  They  had  some 
switch  in  the  mix  of  partners  and  managers  in  1991,  but  its  leader- 
ship still  represents  27  percent  of  all  staff. 

They  also  have  more  overhead  than  what  we  have.  A  lot  of  our 
overhead  figure  is  determined  by  how  much  money  you  invest  in 
training.  In  other  words,  I  think  it  is  awfully  important  in  a  profes- 
sional organization  that  you  have  a  superb  training  program.  I 
have  emphasized  this  since  I  came  to  GAO.  We  spend  5  percent. 
Arthur  Andersen  consulting  spends  10  percent  on  training.  I  think 
there  is  nothing  worse  than  a  professional  who  does  not  keep  up 
with  his  profession,  and  so  I  think  it  is  awfully  important  that  we 
have  a  solid  training  program. 

We  also  have  a  fair  number  of  our  top  people  who  do  not  charge 
jobs,  which  maybe  as  we  redo  our  cost  reporting  system  we  will 
consider  changing  this.  Taking  this  into  consideration  would,  I 
think  bring  it  down  to  less  than  20  percent.  Then  when  you  take 
out  the  technology  support,  like  the  Canadian  Auditor  General 
does,  and  areas  such  as  administration  we  would  be  very  competi- 
tive with  most  other  organizations. 

What  I  propose  to  the  Committee  so  that  we  can  put  this  issue 
in  good  perspective  is  that  we  will  benchmark  against  some  of  the 
major  CPA  firms  and  some  of  the  major  consulting  firms  and  some 
of  the  other  big  government  auditing  organizations. 

Chairman  ROTH.  I  think  that  would  be  helpful. 

Mr.  BOWSHER.  And  I  think  what  you  will  find,  Mr.  Chairman,  is 
that  we  are  already  competitive,  but  also  that  we  have  plans  to  re- 
duce our  overhead.  I  agree  that  we  probably  do  have  areas  of  our 
administration  that  are  too  high  if  we  are  going  to  be  an  organiza- 
tion of  4,000. 

Chairman  RoTH.  Let  me  turn  to  one  more  matter,  and  then  I  will 
turn  it  over  to  Senator  Glenn.  That  is  the  lateness.  According  to 
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your  figures,  from  1991  to  1994,  the  percentage  of  all  GAO  prod- 
ucts issued  on  time  has  gone  from  46  percent  in  1991  to  42  percent 
in  1994.  So  that  is  a  4-percent  drop. 

As  far  as  your  blue  book  reports,  which  are  one  of  your  most  im- 
portant studies,  only  one  out  of  five  blue  book  reports  was  issued 
on  time  in  1994  by  GAO.  Now,  that  is  an  improvement  of  2  percent 
from  1990  to  1994.  But  the  fact  is  that  in  1994  almost,  I  think,  30 
percent  of  the  blue  book  reports  are  over  6  months  late. 

Now,  timeliness,  as  we  often  tell  the  other  agencies,  is  important. 
How  do  you  see  that  being  improved  upon? 

Mr.  BOWSHER.  That  is  the  main  effort,  as  I  previously  said,  that 
we  are  now  working  on  to  streamline  our  audit  process.  In  doing 
so  we  might  have  to  take  on  fewer  requests  so  that  we  can  be  more 
timely  in  producing  the  reports.  Let  me  give  you  this  example:  We 
have  35  issue  areas  in  banking,  health  care,  major  weapons,  logis- 
tics, etc.  and  we  have  about  100  staff  years  in  each  of  those  areas. 
When  we  get  unforeseen  requests  in  one  of  these  areas  that  we  had 
not  had  in  the  plan  but  are  urgent  to  do,  like  the  S&L  crisis,  like 
the  District  of  Columbia  right  now,  like  the  Mexican  peso  loan 
guarantee  program  right  now,  we  have  to  shift  people  to  do  that 
work.  We  have  one  area  doing  financial  audits,  where  we  have  had 
to  reassign  a  large  number  of  people  to  do  the  audit  of  the  Senate, 
because  the  Senate  now  wants  to  have  an  audit.  Twenty-five  people 
are  being  assigned  to  that  audit. 

The  District  of  Columbia  has  very  serious  problems,  and  they 
need  another  12  people  before  they  get  their  control  board  up  and 
running.  So  that  means  in  that  one  unit  of,  say,  100,  I  have  to  take 
37  people  off  and  get  them  working  on  something  else. 

Chairman  ROTH.  But  let  me  point  out  that  the  NAPA  report 
takes  a  somewhat  different  point  of  view  from  what  you  are  sajdng. 
They  say  that  there  is  a  hierarchical  system  of  review  that  is  pret- 
ty inflexible,  that  it  takes  too  much  time,  in  effect. 

Now,  we  did  have  a  chart  that  showed  that  there  is  roughly  six 
different  reviews  made  and  reported,  and  it  seems  that  that  is 
where  a  lot  of  the  time  is  being  lost.  I  don't  think  you  can  entirely 
blame  this  that  there  is  always  something  else  coming  up  because, 
as  a  matter  of  fact,  isn't  that  pretty  routine?  I  bet  there  is  never 
a  6-month  period  that  you  don't  have  a  few  major  new  initiatives. 

Mr.  BowSHER.  That  is  correct. 

Chairman  RoTH.  So  that  is  part  of  your  job,  as  I  see  it.  But  what 
concerns  me  is  that  your  most  significant  reports,  the  blue  books, 
or  among  the  most  significant,  are  6  months  late. 

Now,  if  we  were  talking  about  the  Department  of  Defense  and 
supply  of  weapons  and  systems,  we  would  be  pretty  darn  critical 
of  them.  And  it  seems  to  me  timeliness  is  a  problem,  and  over  the 
years  we  don't  see  any  change  there. 

Mr.  BowSHER.  Mr.  Chairman,  it  is  the  single  biggest  problem 
that  I  have  faced  in  running  the  GAO  in  the  last  14  years,  tr3dng 
to  get  more  timeliness  in  producing  our  audit  and  evaluation  re- 
ports. One  of  the  main  problems  has  historically  been  our  review 
process,  but  we  have  made  real  progress  in  that.  In  your  visit  this 
week,  you  saw  one  of  the  teams,  and  they  explained  to  you  how 
they  were  not  only  doing  the  work  but  reviewing  the  work.  And 
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they  pointed  out  that  many  of  our  review  steps  have  been  ehmi- 
nated.  We  have  done  that  already. 

We  hope  to  ehminate  more  of  the  steps  as  part  of  this  new 
streamHning  of  our  process  we  have  underway.  I  expect  it  to 
produce  a  good  process  that  allows  us  to  have  less  review  and  less 
rework,  and  that  is  what  we  are  trying  to  achieve. 

This  chart  is  only  relevant  to  a  certain  percent  of  our  reports,  not 
on  100  percent  of  our  reports.  We  have  already  streamlined  that 
review  process,  and  we  intend  to  streamline  it  further. 

There  are  also  other  problems  that  we  have  to  work  on,  and  that 
is  why  I  am  worried  about  the  possibility  of  a  25-percent  cut  in  1 
year.  If  that  was  to  occur,  all  of  our  efforts  will  go  down  the  drain. 
In  other  words  you  cannot  complete  a  major  re-engineering,  quality 
management  effort  which  we  are  trying  to  do  and  come  down  by 
25  percent  in  1  year.  We  get  two  of  our  products  out  on  a  very 
timely  basis.  In  the  third  major  product  line  we  have  a  problem. 

Chairman  RoTH.  Well,  let  me  say,  because  my  time  is  up,  that 
the  NAPA  report  itself  indicates  that  the  review  process  needs 
strengthening. 

Mr.  BOWSHER.  And  we  agree  with  that. 

Chairman  RoTH.  And,  you  can  quibble  here  or  there,  but  how 
many  times  does  a  report  have  to  be  scrubbed  or  reviewed  before 
it  is  issued?  I  think  that  is  a  key  question. 

I  want  to  turn  it  over  now  to  Senator  Glenn. 

Senator  Glenn.  Thank  you,  Mr.  Chairman. 

I  have  a  good  solution  for  late  reports.  You  just  set  the  date  a 
couple  months  later  to  begin  with  and  don't  agree  to  some  of  these 
unrealistic  dates  that  people  ask  you  for.  That  might  help  out. 

Mr.  BowSHER.  Yes,  Senator,  that  is  one  of  the  problems.  And 
part  of  it  is  our  own  fault.  We  sometimes  are  optimistic  in  saying 
when  we  can  get  the  reports  done.  And  we  have  been  very  rigorous 
in  doing  our  performance  indicators  that  we  don't  keep  what  I  used 
to  call  at  the  Pentagon  a  rubber  baseline,  changing  it  all  the  time, 
so  we  do  recognize  and  report  that  we  do  have  a  problem  in  timeli- 
ness. We  are  willing  to  do  that. 

Senator  Glenn.  If  you  had  an  absolutely  stable  workforce  and  a 
stable  number  of  reports,  you  could  pinpoint  them  pretty  well.  But 
as  you  say,  you  drag  people  off  for  the  District  and  for  Congress 
and  for  everything  else.  These  things  come  up,  and  they  make 
some  reports  late.  I  am  not  excusing  you  on  this,  because  you  know 
it  is  a  problem  and  you  are  working  on  it,  and  trying  to  do  some- 
thing about  it.  And  I  don't  want  to  criticize  NAPA.  They  have  done 
a  great  job  on  this  report.  But  I  would  just  happen  to  remind 
NAPA,  who  is  still  in  the  room,  that  their  report  was  about  6 
months  late  getting  to  us,  I  believe.  And  they  are  supposed  to  be 
the  paragons  of  virtue  in  public  administration. 

So  these  things  happen,  and  things  come  up  during  a  report.  You 
run  into  things  that  are  more  complex  than  you  thought  they  were 
going  to  be,  and  you  had  to  do  some  additional  interviews,  prob- 
ably, or  had  to  look  up  some  additional  information  to  make  your 
report  complete.  These  things  happen,  and  I  am  not  excusing  any- 
body. 

Mr.  Bowsher.  Right. 
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Senator  Glenn.  Even  Speaker  Gingrich  is  behind  on  his  100-day 
schedule.  So  everything  doesn't  run  hke  a  train  going  to  New  York. 

Mr.  BowSHER.  If  I  could  add,  too,  Mr.  Chairman,  and  Senator 
Glenn,  lots  of  times  as  we  are  doing  our  work,  we  come  upon  prob- 
lems and  facts  that  we  did  not  anticipate  but  that  are  very  ger- 
mane. And  so  then  we  have  to  expand  our  work  to  do  a  complete 
job. 

Senator  Glenn.  Sure.  And  I  think  usually — at  least,  it  has  been 
my  experience — when  you  are  going  to  have  a  problem  like  that, 
I  know  where  I  have  had  delays  on  reports  I  have  requested  from 
you,  you  have  told  me  what  it  is  and  why,  and  I  say,  well,  give  me 
a  partial  or  something,  because  I  need  it  for  legislation  coming  up 
or  whatever.  And  you  have  always  been  very  cooperative  in  trying 
to  give  us  what  you  have,  if  that  is  the  case.  So  I  think  we  have 
to  sort  of  roll  with  some  of  these  timeliness  things  a  little  bit,  al- 
though you  recognize  it  is  a  major  problem  you  have  to  work  on. 

Mr.  Bowsher.  It  is  a  major  problem,  and  we  are  working  on  it. 

Senator  Glenn.  I  am  interested  in  knowing  what  work  you  are 
doing  now  or  that  you  think  should  be  done,  that  might  potentially 
be  affected — meaning  delayed  or  indefinitely  postponed — by  a  25- 
percent  cut  if  you  had  to  take  that  all  in  this  year,  if  you  can  tell 
us. 

Mr.  Bowsher.  Well,  first,  as  I  have  said  previously,  we  are  plan- 
ning to  bring  the  GAO  down  by  25  percent  by  1997,  and  so  the 
thing  that  I  worry  about  most  is  the  very  question  that  you  have 
asked  me.  Senator;  that  is,  this  possibility  of  an  annual  cut  of  25 
percent  in  1  year. 

We  would  probably  have  to  fire  at  least  1,600  staff  in  the  next 
9  months.  At  our  current  levels,  this  would  put  us  below  3,000  peo- 
ple. And  I  think  if  you  remember,  someone  pointed  out  earlier  that 
if  we  come  down  at  our  planned  rate,  we  would  be  at  the  lowest 
staffing  level  since  the  1930's.  The  4,000  staff  level  is,  to  me,  a  very 
crucial  level.  If  you  are  going  to  have  proper  audit  coverage  over 
the  $1.6  trillion  government  budget,  bringing  GAO  down  to  below 
or  down  to  3,000,  would  be  taking  a  tremendous  risk.  Due  to  inad- 
equate audit  coverage,  the  Congress  would  be  faced  with  finding 
problems  that  the  audit  organization  would  not  have  found,  ending 
up  in  the  newspapers. 

Of  the  1,600  people  that  we  would  have  to  fire,  400  would  have 
to  go  out  the  door  just  to  pay  the  severance  benefits  of  the  others. 
In  other  words,  I  learned  when  I  was  at  the  Pentagon  as  Assistant 
Secretary  of  the  Navy  and  we  were  coming  out  of  the  Vietnam  War 
that  one  of  the  things  you  have  to  avoid  as  you  bring  down  an  orga- 
nization is  that  you  should  not  do  it  so  fast  that  you  cause  yourself 
to  incur  costs  that  if  you  did  it  on  a  more  gradual  basis  you  would 
not  incur.  So  I  think  to  try  to  reduce  any  organization  like  GAO 
in  1  year  is  a  big  mistake,  and  I  think  that  we  have  a  lot  of  evi- 
dence to  show  that. 

Senator  Glenn.  You  are  doing  what  they  want  done.  You  are 
just  planning  to  complete  it  in  1997  as  opposed  to  having  to  com- 
plete it  this  year.  Is  that  right? 

Mr.  Bowsher.  That  is  basically  right.  We  would  get  the  25  per- 
cent dollar  savings,  it  would  take  a  couple  more  years  to  achieve 
that. 
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Senator  Glenn.  I  would  appreciate  it,  if  you  could — and  you  may 
want  to  reply  for  the  record  on  this — if  you  have  it  defined  enough 
so  you  know  exactly  what  kind  of  projects  you  would  have  to  cut 
back  on  that  you  see  coming,  if  you  could  provide  that  information. 
I  would  appreciate  that.  I  want  to  pin  this  down  a  little  if  we  can. 
I  know  you  don't 

Mr.  BOWSHER.  We  will  do  that. 

If  I  could  just  make  a  couple  of  other  points.  If  you  put  through 
a  RIF  like  this,  we  will  probably  get  hit  with  endless  lawsuits.  We 
will  have  to  spend  a  tremendous  amount  of  time  on  the  lawsuits, 
grievances,  and  everything  else  that  goes  with  it. 

Last  year,  we  had  400  people  leave  us  through  an  early-out  proc- 
ess that  went  very  smoothly.  The  people  were  eligible  for  early-out 
or  they  were  eligible  for  pensions.  They  got  $25,000  to  leave  early. 
They  were  pleased  with  their  career  and  they  were  pleased  with 
the  way  the  incentive  program  was  handled.  At  the  same  time,  we 
closed  one  office.  We  only  got  40  staff  years  in  savings  and  I  can 
tell  you  we  had  tremendous  problems  and  came  within  one  vote 
from  our  Personnel  Appeals  Board  of  losing  all  the  financial  sav- 
ings from  that  closing. 

Senator  Glenn.  The  buyout  procedure  that  this  Committee 
worked,  that  originated  here  and  that  we  put  through,  has  been  a 
key  element,  I  think,  in  your  ability  to  draw  down  in  a  steady  man- 
ner, I  believe. 

Mr.  BowSHER.  It  has. 

Senator  Glenn.  Is  that  correct? 

Mr.  Bowsher.  That  is  correct. 

Senator  Glenn.  Do  we  need  any  changes  in  that  to  give  you  a 
better  handle  on  drawdown? 

Mr.  Bowsher.  No.  I  think  that  buyout  worked  very  well  for  us. 

Senator  Glenn.  OK. 

Mr.  Bowsher.  I  also  believe  that,  if  we  have  to  come  down  by 
1,600  people,  it  is  going  to  jeopardize  GAO's  ability  to  support  the 
Committee  on  the  CFO  Act  legislation.  We  are  the  main  group 
helping  the  agencies  get  their  financial  reports  so  that  they  can  be 
audited  and  their  systems  in  place.  I  would  lose  a  lot  of  my  tal- 
ented CPAs  and  systems  people. 

Senator  Glenn.  How  about  the  Government  Performance  and 
Results  Act? 

Mr.  Bowsher.  I  think  we  would  be  very  hard  pressed  to  support 
the  Committee. 

Senator  Glenn.  I  would  think  what  you  have  done  at  GAO  with 
regard  to  GPRA  with  your  pay-for-performance  now  working,  is  the 
direction  the  Grovernment  Performance  and  Results  Act  was  lead- 
ing. 

Mr.  Bowsher.  Exactly. 

Senator  Glenn.  You  are  sort  of  a  pilot  project  in  your  own  house 
on  that. 

Mr.  Bowsher.  That  is  exactly  right. 

If  I  could  just  raise  one  other  issue,  and  that  is  the  overall  issue 
of  deterrence.  I  remember — and  you  might  remember  this  gen- 
tleman. Senator — Len  Niederlehner.  He  was  the  Deputy  General 
Counsel  for  many  years  at  the  Defense  Department.  He  told  me 
when  I  first  took  this  job,  he  said.  Chuck,  you  have  one  of  the  most 
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important  jobs  in  government,  because  if  it  wasn't  for  the  GAO, 
lots  of  money  would  be  stolen  and  misused.  It  isn't  that  you  catch 
ever5rthing,  but  it  is  a  fact  that  people  know  that  GAO  might  show 
up  to  do  an  audit  or  to  review  a  program. 

I  would  think  personally  that  some  of  the  people  that  are  ripping 
off  the  Medicare  system  or  some  of  the  people  that  are  charging  too 
much  in  the  defense  area  or  some  of  the  other  places  like  this  that 
we  have  reported  on  would  love  to  see  a  smaller  GAO,  one  that 
can't  do  the  job.  And  that  is  what  I  worry  about  if  we  have  got  to 
come  down  in  some  large  budget  cut  in  1  year. 

Senator  Glenn.  Well,  you  were  here  when  I  read  my  opening 
statement.  I  went  through  some  of  those  things  that  I  think  are 
very,  very  important.  They  are  examples  of  exactly  what  you  are 
talking  about,  where  you  have  gone  back  and  it  is  a  warning  to 
people  that  they  are  going  to  be  caught  if  they  try  any  of  those 
same  things  again. 

Let  me  get  into  a  different  area  here.  The  first  time  I  recall  hear- 
ing any  real  displeasure  with  GAO  around  here  I  think  originated 
about  the  time  of  the  transition  reports  when  the  Bush  administra- 
tion came  in. 

Mr.  BOWSHER.  Yes. 

Senator  Glenn.  And  I  had  a  letter,  a  big,  long  letter  from  one 
Senator,  a  very  impassioned  letter  about  how  wrong  he  thought 
that  was,  and  that  was  not  your  job,  and  who  had  requested  this, 
and  had  the  Committee  requested  it,  and  they  went  through  all 
this  routine. 

I  think  in  your  mandate,  what  you  are  required  to  do,  I  think 
there  is — correct  me  if  I  am  wrong,  but  I  think  there  is  a  statement 
in  there  someplace  you  can  volunteer  things  like  that,  where  you 
think  your  advice  might  be  useful.  I  looked  at  it  as  good  advice. 
Whether  it  was  Bush  or  Clinton  or  anybody  else  coming  in,  I 
thought  the  transition  report  was  just  advising  of  some  of  the  op- 
tions— here  is  what  you  could  do  or  not  do,  it  looks  this  way  to  us. 
I  thought  they  would  find  that  advice  very  valuable.  I  did  in  read- 
ing it,  but  some  people  thought  that  was  not  your  job,  and  I  think 
that  is  where  some  of  the  difficulty  started.  Because  we  have  heard 
gripes  about  that  ever  since,  and  I  remember  talking  to  you  at  the 
time  about  the  letter  I  received  on  this — a  very  caustic  letter  about 
what  was  going  on.  I  think  that  is  maybe  where  some  of  this  antip- 
athy started. 

Would  you  want  to  comment  on  that? 

Mr.  BowSHER.  I  would  be  pleased  to  comment  on  that.  Senator, 
because  I  think  you  are  absolutely  right.  That  is  really  the  first 
time  that  I  had  gotten  any  indication  that  there  was  concern  about 
GAO  in  a  major  way,  you  might  say. 

If  you  remember  in  1986,  the  Congress  passed  the  Gramm-Rud- 
man  Act,  and  in  the  first  year  I  was  the  one,  the  Comptroller  Gen- 
eral, that  had  to  make  the  cut  if  you  didn't  make  the  target.  And 
we  cut  $11.7  billion  out  of  the  budget.  It  was  called  sequestering 
at  the  time.  Then  because  of  a  court  challenge,  we  were  taken  out 
of  that  role  on  a  separation-of-powers  issue  by  the  Supreme  Court. 

During  the  next  4  years  of  the  act,  the  Congress  always  said  it 
would  meet  the  target,  but  it  never  did.  In  other  words,  we  went 
through   a  series   of  years   where   the   budget  deficits   grew   and 
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Gramm-Rudman  looked  like  it  was  working  at  the  beginning  of 
each  fiscal  year,  and  then  we  would  have  huge  deficits. 

By  1988,  when  the  administration  was  changing  and  we  were 
doing  transition  reports,  on  the  recommendations  of  several  former 
Cabinet  officers,  both  Republicans  and  Democrats  that  we  con- 
sulted with,  we  pointed  out  that  the  budget  deficit  was  much  larger 
than  the  official  figures  that  were  coming  out  of  0MB. 

Senator  Grassley  and  others  asked  us  in  1990 — I  think  Senator 
Exon  was  also  a  requestor — to  really  come  forth  with  a  report  of 
how  big  the  Federal  budget  deficit  really  was  and  to  develop  rec- 
ommendations on  how  to  deal  with  it. 

We  did  issue  that  report.  The  Concord  Coalition,  and  others  that 
have  worked  on  the  budget  deficit  since  then  has  used  that  report 
and  our  follow-on  report  in  1992. 

The  only  sentence  that  we  have  in  that  transition  report  is  the 
one  that  you  read,  and  what  we  were  really  saying  is  that  the  defi- 
cit has  gotten  so  big  that,  if  you  can't  do  it  on  the  expenditure  side, 
you  might  have  to  look  at  the  revenue  side.  We  did  not  recommend 
tax  increases.  We  just  pointed  out  that  you  might  have  to  look  at 
the  revenue  side.  I  don't  think  in  any  way  that  we  were  injecting 
ourselves  into  policy  by  making  what  I  thought  was  a  very  limited 
observation.  I  will  also  point  out  that  we  recognized,  though,  that 
might  be  sensitive,  and  so  I  actually  presented  the  draft  of  that  re- 
port to  our  consultant  panel,  which  meets  twice  a  year,  made  up 
of  former  Cabinet  officers  and  high  officials  that  served  in  the  gov- 
ernment at  one  time,  like  Mel  Laird,  Elliot  Richardson,  Bill  Cole- 
man, and  many  others.  And  they  said.  Chuck,  you  have  got  to  put 
some  mention  in  the  report  about  the  fact  that  you  have  got  to  look 
at  the  revenue  side.  In  other  words,  they  were  the  ones  that  really 
said  you  can't  ignore  that.  Don't  make  it  a  recommendation,  but 
mention  it.  And  that  is  all  we  were  trying  to  do  in  that  transition 
report.  I  think  their  advice  was  absolutely  right,  and  I  think,  Sen- 
ator Grassley,  when  you  got  the  report  in  1990,  you  found  it  to  be 
a  very  useful  report  as  to  what  the  problems  were,  and  eventually 
I  think  the  Congress,  in  what  they  have  done  to  get  much  more 
control  over  the  discretionary  expenditures  of  this  government,  has 
done  a  superb  job,  I  really  do.  And  I  was  very  pleased  to  see  that 
the  Federal  budget  deficit  was  coming  down  here  the  last  few 
years,  and  I  think  the  GAO  work  contributed  to  those  debates  and 
that  decisionmaking  in  a  very  major  way. 

Senator  Glenn.  My  time  is  up,  but  just  one  more  quick  question. 
You  have  had  a  criticism  leveled  at  you  repeatedly  that  you  work 
for  Democrats  and  that  is  it. 

Mr.  BowsHER.  I  was  appointed  by  Ronald  Reagan,  and  served  in 
the  Nixon  administration  as  a  Presidential  appointee. 

Senator  Glenn.  I  knew  you  had  character  flaws.  [Laughter.] 

Mr.  BowSHER.  I  have  been  a  registered  independent  since  I  got 
both  the  Democratic  National  Committee  and  the  Republican  Na- 
tional Committee  and  both  Presidential  candidates  as  clients  in 
1976.  And  I  have  tried  to  be  as  non-partisan  as  I  possibly  could. 

Senator  Glenn.  I  am  sorry  I  asked  the  question.  [Laughter.] 

No,  I  am  not.  Let  me  just  say  this:  I  think  this  normally  occurs, 
depending  on  whoever  is  in  leadership  in  the  Congress.  The  re- 
quests come  from  committee  chairs  and  people  that  are  tr3dng  to 
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put  legislation  through.  And  if  the  figure  was  correct  that  I  was 
given  earlier,  that  I  have  used  earlier  here,  too,  in  this  Congress 
so  far,  more  than  80  percent  of  the  requests  have  come  from  Re- 
publicans. 

Mr.  BOWSHER.  That  is  correct. 

Senator  Glenn.  That  is  more  than  80  percent.  I  am  not  sure  in 
Democratic  years  that  we  ever  hit  quite  that  high.  And  so  I  never 
have  thought  that  you  gave  any  favored  treatment.  I  saw  Repub- 
licans requests  honored  right  along  with  the  rest  of  us,  and  I  am 
surprised  that  it  is  almost  90  percent. 

Senator  Grassley.  You  have  never  been  out  of  power  before. 
[Laughter.] 

Senator  Glenn.  I  may  want  to  complain  a  little  bit.  Wait  until 
we  rise  again. 

Chairman  ROTH.  I  don't  want  to  prolong  this,  because  it  is  Sen- 
ator Grassley's  turn  next.  But  I  do  want  to  make  this  point,  be- 
cause I  think  it  is  critically  important,  that  for  GAO  to  succeed  as 
an  organization,  it  must  not  only  be  but  it  must  be  perceived  as 
non-partisan. 

Mr.  BowSHER.  I  agree. 

Chairman  ROTH.  That  is  critically  important. 

Mr.  BowsHER.  I  agree,  Mr.  Chairman. 

Chairman  ROTH.  The  fact  is  that  there  have  been  concerns, 
whether  you  agree  with  them  or  not,  that  GAO  has  gotten  involved 
in  policy  matters.  And  I  would  just  point  out  that  in  the  report  of 
the  NAPA,  it  says,  "GAO  has  become  increasingly  involved  in  pol- 
icy analysis  and  policy  development.  Elected  officials  have  the  re- 
sponsibility to  set  public  policies  and  priorities.  GAO's  appropriate 
role  is  not  to  formulate  policy  but  to  contribute  information  and 
analysis  that  decisionmakers  can  use  in  evaluating  options  and 
making  policy  choices." 

I  think  those  are  important  words  and  they  have  to  be  followed 
100  percent;  otherwise,  we  do  get  into  the  situation  where  there 
are  those  that — I  mean,  to  be  frank,  you  could  point  to  one  commit- 
tee in  the  House  that  had  over  100  detailees  and  so  forth.  So  peo- 
ple can  point  to  things  on  both  sides. 

I  am  not  here  just  to  review  what  happened  in  the  past.  What 
I  am  interested  in  is  where  we  go  from  here.  And  as  the  Chairman, 
I  insist  and  feel  it  is  critically  important  that  GAO  be  seen  as  nei- 
ther for  the  Republicans  nor  the  Democrats,  but  they  are  to  provide 
facts  and  figures  to  those  who  are  responsible  for  making  policy. 

Mr.  BowsHER.  Mr.  Chairman,  could  I  comment  on  that? 

Chairman  ROTH.  Yes. 

Mr.  BowSHER.  I  couldn't  agree  with  you  more,  and  I  also  couldn't 
agree  more  with  the  NAPA  report.  They  have  a  very  important  rec- 
ommendation in  there  which  I  think  is  well  stated;  that  is,  that 
any  of  our  work  has  to  be  fact-based.  That  is  exactly  right. 

I  will  point  out  that  many  times,  as  we  get  into  these  very  dif- 
ficult issues  that  the  Congress  faces,  whether  it  be  the  S&L  crisis, 
the  District  of  Columbia,  or  a  weapons  system,  many  people  say  to 
us,  and  to  me  particularly  when  I  am  testifying,  you  know  more 
about  this  than  anybody  else.  You  have  been  studying  this.  Give 
us  an  answer. 
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I  can  remember  being  at  a  hearing  of  the  Senate  Banking  Com- 
mittee where  they  wanted  me  to  reorganize  the  RTC,  and  I  said  I 
shouldn't  do  that.  Right  there  they  wanted  a  reorganization  plan. 

Chairman  ROTH.  I  understand  the  point  you  are  making. 

I  agree  with  what  you  are  saying.  A  large  part  of  the  problem 
is  the  Congress,  and  they  do  want  to  draw  on  your  personal  views 
as  well  as  the  expertise  within  the  agency.  But  the  fact  is  one  of 
the  problems,  I  think  we  are  going  to  have  to  wrestle  with  is,  Do 
we  want  to  change  how  missions  are  undertaken  by  you. 

I  have  some  reservations  along  the  lines  of  NAPA  because  I  am 
fearful  what  will  happen  if  we  begin  to — do  John  and  I  want  to  ap- 
prove every  one?  I  don't  think  that  makes  sense. 

Mr.  BowsHER.  Right. 

Chairman  RoTH.  But  one  of  the  reasons  the  Comptroller  General 
is  given  a  15-year  term  of  office,  with  other  benefits,  is  so  he  is 
sheltered. 

Mr.  BowsHER.  Right. 

Chairman  RoTH.  And  that  is  important.  In  large  measure,  it  does 
depend  upon  the  Comptroller  General  sa3dng,  "I  am  sorry,  but  as 
Comptroller  General  that  is  not  my  responsibility." 

Senator  Grassley. 

Mr.  BowSHER.  And,  by  the  way,  Mr.  Chairman,  I  do  that  quite 
a  bit.  I  do  say  no. 

Chairman  ROTH.  I  commend  you  for  that. 

Mr.  BowSHER.  Contrary  to  what  maybe  some  witnesses  have  in- 
dicated, I  have  often  had  to  say  "no"  to  various  Members  of  the 
Congress. 

Chairman  ROTH.  Just  don't  say  "no"  to  me.  [Laughter.] 

Senator  Grassley. 

Senator  Grassley.  My  discussion  with  you  probably  won't  be 
this  colorful,  because  I  want  to  focus  on  the  green-eyeshade  part 
of  your  work. 

Mr.  BOWSHER.  All  right. 

Senator  Grassley.  That  being  accounting,  and  that  is  your  major 
responsibility,  I  assume.  As  you  know  all  too  well,  the  Department 
of  Defense  accounting  system  is  flat  busted.  Your  audit  reports  tell 
me  that.  The  Inspector  General  of  DOD,  his  reports  tell  me  that. 
Every  shred  of  evidence  that  you  can  see  tells  us  that.  So  I  think 
the  time  has  come  to  clean  up  the  mess. 

Today,  I  want  to  discuss  with  you  your  responsibilities  under  the 
law  to  help  us  do  what  must  be  done.  The  breakdown  of  the  finan- 
cial control  at  the  Pentagon  I  think  is  intolerable.  I  think  it  is  even 
dangerous  when  you  consider  their  major  responsibility  of  defend- 
ing our  Nation. 

I  think  this  means  that  huge  chunks  of  the  defense  budget  are 
vulnerable  to  fraud  and  theft  and  abuse,  and  you  know  that  there 
are  billions  of  dollars  that  are  unaccounted  for.  And  it  means  that 
we  can't  fulfill  our  constitutional  responsibilities  to  the  people  of 
this  country  for  defense  or  even  for  accounting  for  the  taxpayers' 
money.  The  taxpayers  have  a  right  to  an  accurate  and  complete  ac- 
count of  how  their  money  is  spent. 

Today,  Mr.  Bowsher,  we  can't  meet  that  responsibility.  That  is  a 
disgrace.  That  is  unacceptable.  The  DOD  accounting  system  has  to 
be  fixed. 
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Now,  I  don't  buy  the  notion  that  this  problem  is  so  big,  so  com- 
plex, that  we  can't  hope  to  fix  it  in  our  lifetime.  Maybe  that  is 
naive,  but  I  don't  buy  it,  and  I  want  to  start  with  the  premise  we 
can  do  something  about  it. 

I  think  that  when  we  hear  that  excuse,  it  is  a  bureaucrat's  ex- 
cuse for  doing  nothing.  We  have  to  find  a  way  to  fix  it,  and  I  think 
that  you  have  a  responsibility  under  the  law  to  help  us  do  that. 

We  now  have  a  legislative  vehicle  for  getting  the  repair  job  done, 
and  that  comes  from  Senator  Roth,  the  Chairman  of  this  Commit- 
tee. He  has  introduced  a  bill,  the  DOD  Acquisition  Management 
Reform  Act  of  1995.  I  am  a  cosponsor  of  that.  The  bill  includes  a 
section  on  financial  management.  I  am  exploring  with  the  Chair- 
man an  amendment  to  the  financial  management  section  that 
would  give  you,  the  Comptroller  General,  specific  guidance. 

The  proposed  language  would  direct  you  to  develop  a  comprehen- 
sive plan  for  fixing  the  DOD  accounting  system.  You  would  be 
asked  to  develop  a  plan  in  close  cooperation  with  the  DOD  comp- 
troller and  the  financial  managers  in  the  military  departments, 
and  we  would  impose  a  deadline  for  getting  the  job  done. 

I  believe  that  this  direction  would  be  fully  consistent  with  your 
responsibilities  under  the  law.  If  I  read  that  law  correctly,  you  have 
far-reaching  powers  and  responsibilities  over  all  government  ac- 
counting systems.  You  are  responsible  under  the  law  for  maintain- 
ing the  integrity  of  the  government's  books.  I  am  referring  here  to 
your  responsibilities  as  spelled  out  in  Chapter  35  of  Title  31,  and 
I  would  read  Section  3511.  It  says,  in  part,  "The  Comptroller  Gen- 
eral shall  prescribe  the  accounting  principles,  standards,  and  re- 
quirements that  the  head  of  each  executive  agency  shall  observe." 

The  law  states  that  you  prescribe  accounting  standards  and  re- 
quirements. To  me,  that  means  you  lay  down  the  rules  that  the 
agency  must  follow. 

Continuing  to  quote,  "The  Comptroller  General,  the  Secretary, 
and  the  President  shall  conduct  a  continuous  program  for  improv- 
ing accounting  and  financial  reporting  to  the  government."  So  the 
law  states  that  you  should  improve  accounting  systems.  If  this 
needs  improvement — without  a  doubt,  they  do  need  improvement. 

Now,  Section  3512(E)  says,  in  part,  "The  Comptroller  General 
shall:  (1)  cooperate  with  the  head  of  each  executive  agency  in  devel- 
oping an  accounting  system  for  an  agency;  and  (2)  improve  the  sys- 
tem when  the  Comptroller  General  considers  it  to  be  adequate  and 
in  conformity  with  the  principles,  standards,  and  requirements 
under  Section  2511  of  this  title." 

So  the  law  states  that  you  cooperate  with  all  agencies  in  develop- 
ing satisfactory  accounting  systems.  You  review  those  systems,  and 
when  you  think  that  they  meet  your  standards  as  prescribed  in 
law,  then  you  have  the  authority  to  approve  them  or,  implied,  not 
approve  of  them  since  you  are  the  top  accountant  charged  with 
keeping  the  government's  books  in  order.  If  the  accounting  system 
is  broken,  then  I  see  that  you  have  the  authority  by  law  to  fix  it. 

So  my  questions:  One,  is  my  interpretation  correct  that  you  al- 
ready have  authority  in  law  to  develop  a  comprehensive  plan  for 
fixing  DOD  accounting  systems? 
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Two,  if  you  developed  a  detailed  plan  to  overhaul  the  DOD  ac- 
counting system  and  did  it  in  close  cooperation  with  DOD  officials, 
would  DOD  be  required  to  put  that  plan  into  operation? 

Three,  and  this  may  be  a  little  more  difficult  for  you  to  say  yes 
or  no  right  now,  but  would  you  be  willing  to  help  the  Committee 
develop  a  comprehensive  plan  for  fixing  the  DOD's  accounting  sys- 
tem? Those  are  my  three  questions. 

Mr.  BOWSHER.  Those  are  your  three  questions.  Senator. 

Senator  Grassley.  And  that  is  the  end  of  my  questions. 

Mr.  BowSHER.  Could  I  ask  the  Chairman  if  I  can  say  "no"  to  Sen- 
ator Grassley? 

Chairman  ROTH.  Better  ask  him.  [Laughter.] 

Senator  Grassley.  Well,  at  least  can  you  answer  one 

Mr.  Bowsher.  Yes,  I  will  answer  both  of  your  questions.  Your  in- 
terpretation is  right,  but  let  me  just  expand,  if  I  could,  on  the  law. 
That  is,  in  1950,  the  Budget  and  Accounting  Act  of  1950  really 
moved  the  main  responsibility  for  keeping  the  accounting  records 
back  from  the  General  Accounting  Office  to  the  Executive  Branch. 
And  at  that  point  in  time,  we  became  the  reviewer  and  the 
approver,  you  might  say,  of  those  systems.  We  are  doing  that,  of 
course,  all  the  time  as  we  do  these  financial  audits,  and  we  tell  the 
Congress  and  the  agencies  where  the  problems  are.  And  your  de- 
scription of  how  bad  it  is  at  the  Department  of  Defense,  Senator, 
is  exactly  right,  and  it  has  been  that  way  for  the  nearly  30  years 
that  I  have  been  here  in  town,  starting  as  an  Assistant  Secretary 
of  the  Navy.  I  was  appalled  at  how  bad  the  bookkeeping,  account- 
ing, and  accountability  were  at  the  Pentagon  when  I  got  here  in 
1967,  and  I  am  still  appalled  at  how  bad  it  is. 

So  I  would  love  to  work  with  the  Committee  to  try  to  improve 
it,  but  I  can't  be  the  detail  designer  of  that  system.  The  Defense 
Department  will  have  to  do  that.  I  don't  have  enough  people  to  do 
it,  and  the  law  puts  that  responsibility  in  the  Executive  Branch 
and  not  with  the  GAO. 

Senator  GRASSLEY.  I  think,  though,  you  are  talking  about  exist- 
ing law.  I  think  our  amendment  would  give  you  some  additional 
authority  in  this  area,  specifically  for  the  Department 

Mr.  Bowsher.  Well,  you  might  have  to  give  me  some  additional 
people.  But  why  don't  I  work  with  you?  Why  don't  I  get  together 
with  you  and  your  staff  to  see  what  is  doable?  Because  what  you 
are  trying  to  do  is  exactly  right,  and  I  would  love  to  help  you  to 
every  bit  of  my  ability. 

Senator  Grassley.  Well,  then  let's  go  back  to  my  second 

Mr.  Bowsher.  But  I  don't  want  to  indicate  that  the  Defense  De- 
partment doesn't  have  to  do  its  job. 

Senator  GRASSLEY.  Well,  and  we  obviously  feel  that  we  can't 
leave  them  out  or  shouldn't  leave  them  out.  But  now  you  are  say- 
ing that  except  for  drawing  up  a  detailed  plan,  my  interpretation 
of  your  existing  power  is  accurate.  And  if  you  did  develop  such  a 
plan,  would  DOD  under  law — let's  say  under  existing  law,  if  you 
helped  develop  it,  would  they  have  to  put  that  in  place? 

Mr.  HiNCHMAN.  Senator,  could  I  try  to  respond  to  that  question? 

Senator  Grassley.  Yes. 

Mr.  HiNCHMAN.  There  is  no  doubt  that  the  statute  currently  pro- 
vides for  that,  and  I  think  that  we  have  attempted  to  carry  out  that 
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authority.  I  think  if  you  ask  the  Justice  Department,  it  would  tell 
you  that  the  statute  has  some  of  the  same  defects  that  the  Gramm- 
Rudman-Hollings  legislation  had  and  that  you  cannot  give  that 
kind  of  executive  authority  to  the  Comptroller  General. 

You  don't  have  to  agree  with  that  to  recognize  that  in  practice, 
achieving  the  transformation  at  DOD  which  we  all  want  is  going 
to  take  cooperation  between  us  and  DOD.  And  I  think  that  is  what 
the  Comptroller  General  was  trying  to  say.  We  are  going  to  have 
to  work  with  DOD  to  do  this. 

Senator  Grassley.  Because  if  you  directed  them,  that  would  be 
an  executive  function. 

Mr.  HiNCHMAN.  I  am  not  sure  that  I  agree  with  that  argument, 
but  I  believe  that  there  are  those  within  the  Executive  Branch  who 
would  make  that  argument. 

Senator  Grassley.  I  think  that  takes  care  of  my  questions,  and 
I  will  be  back  with  you. 

Mr.  BowSHER.  We  would  like  to  meet  with  you. 

Senator  Grassley.  On  the  other  hand,  I  don't  want  this  to  de- 
tract from  my  opening  statement  when  I  said  that  we  have  to  set 
an  example  as  the  watchdog. 

Mr.  BowSHER.  Right. 

Senator  Grassley.  To  some  extent  you  have  to  watchdog  your- 
self. 

Mr.  BowsHER.  Right.  And  if  I  could  just  say  this,  Senator,  I 
would  like  to  come  and  go  over  some  of  the  figures  that  you  were 
given  by  the  Committee  staff,  because  I  am  not  sure  that  you  have 
the  full  picture.  And  when  I  was  going  through  my  statement,  you 
weren't  here. 

Senator  Grassley.  No. 

Mr.  BowsHER.  I  think  we  have  been  a  much  more  proactive  orga- 
nization improving  our  operations  at  GAO  in  the  last  14  years  and 
also  under  my  predecessor,  and  I  would  like  to  give  you  that  story 
sometime  at  your  office  and  to  work  with  you  on  this  Department 
of  Defense  issue. 

Senator  Grassley.  OK.  Well,  maybe  when  we  get  together  on  the 
Department  of  Defense  issue,  you  can  come  just  a  little  bit  earlier, 
and  we  can  get  it  all  done  in  one  trip. 

Mr.  BowSHER.  I  would  like  to  do  that.  Thank  you.  Senator. 

Senator  GRASSLEY.  Thank  you. 

Chairman  RoTH.  Mr.  Bowsher,  in  your  earlier  testimony,  if  I  un- 
derstood what  you  were  saying,  in  re-engineering  you  expect  to 
save  rework  time  but  not  necessarily  money.  Is  that  correct? 

Mr.  Bowsher.  No.  Rework  time  is  what  we  have  set  as  our  per- 
formance goal,  but  if  we  achieve  that  performance  goal,  then  I 
think  we  will  be  able  to  come  down  to  the  4,000  level  at  GAO,  and 
that  level  could  save  about  $50  million  a  year. 

Chairman  RoTH.  Now,  do  you  look  upon  re-engineering  as  a 
means  of  restructuring  your  processes? 

Mr.  Bowsher.  Yes. 

Chairman  ROTH.  Because  it  seems  to  me  that  that  is  one  concern 
we  have,  that  too  much  of  our  technology  is  not  being  used  to 
streamline  or  restructure,  but  is  merely  being  used  to  automate 
business  as  usual. 
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Mr.  BOWSHER.  Oh,  not  at  GAO.  We  are  streamlining  our  proc- 
esses as  we  bring  the  technology  in,  and  we  want  to  do  more  of 
that  because  that  is  exactly  the 

Chairman  ROTH.  So  shouldn't  there  be  more  savings  than  merely 
reduction  of  personnel? 

Mr.  BowSHER.  Well,  our  costs  basically  are  80  percent  personnel, 
and  then  we  have  travel  costs,  on  which  we  have  made  a  big  cut 
already  because  of  the  video  conferencing  and  the  computers,  and 
I  am  sure  we  will  get  more  out  of  that. 

Chairman  ROTH.  But  your  video  conferencing  should  be  reflected 
in  improving  the  lateness  of  the  reports,  shouldn't  it? 

Mr.  BowSHER.  Yes,  it  should. 

Chairman  RoTH.  Why  isn't  that  happening? 

Mr.  BowSHER.  Because  the  other  factors,  like  bringing  down  the 
staff  and  the  disruption — when  I  lost  400  people  last  year,  that 
means  that  they  walk  away  from  400  jobs  that  are  being  worked 
on.  So  that  helped  bring  down  the  statistics  last  year  of  our  timeli- 
ness. 

When  we  had  a  stable  workforce  of  5,000,  most  of  our  productiv- 
ity and  timeliness  indicators  were  going  up.  When  you  go  through 
a  period  of  downsizing,  you  have  to  be  willing  to  take  some  diminu- 
tion, you  might  say,  in  your  efficiency  but  then  you  hope  that  you 
would  work  to  where  you  have  a  more  efficient  and  less  costly 

Chairman  ROTH.  As  I  understand  it,  evaluators  are  roughly 
3,000—3,014.  You  have  something  hke  764  SES  and  GS-15  super- 
visory grade  employees — that  means  roughly  one  out  of  every  six 
GAO  employees  is  in  management  and  administration. 

Mr.  BowSHER.  No,  that  doesn't  mean  that. 

Chairman  Roth.  What  does  it  mean? 

Mr.  BowSHER.  Well,  the  lawyers,  which  make  up  one  of  the  big- 
gest groups  you  mentioned  are  not  in  administration. 

Chairman  ROTH.  All  right.  You  still  have  administration,  764. 
What  do  they  do? 

Mr.  BowsHER.  Well,  I  would  have  to  look  to  see.  I  would  have 
to  break  out  the  764.  Needless  to  say,  we  have  to  have  a  certain 
amount  of  administration  like  a  mail  room  to  mail  out  our  reports. 
We  have  a  very  small  print  shop,  but  we  have  to  also  have  the  ad- 
ministration team  that  gets  the  reports  to  the  GPO  so  that  it  can 
get  them  printed. 

We  have  a  certain  number  of  secretaries,  but  we  actually  are 
down  very  much  in  the  number  of  secretaries  and  administrative 
people  than  we  had  because  of  the  use  of  word  processors  and  PCs. 
Most  of  our  people  do  their  own  secretarial  work,  you  might  say. 

We  also  have  the  personnel  administration,  which  is  an  area 
that,  as  we  come  down,  we  will  have  to  look  at.  We  also  have  our 
training  institute,  which  is  5  percent  of  our 

Chairman  RoTH.  Let  me  just  make  this  observation,  because  it 
does  seem  that  764  in  administration  of  all  types  is  relatively  high, 
at  least  relatively  high  with  the  private  sector.  And  one  of  the 
things  that 

Mr.  BowSHER.  Well,  let  me  just  say 

Chairman  RoTH.  Just  a  minute.  Now,  there  was  a  total  cut  in 
GAO  staff  of  over  12  percent  from  1990  to  1994,  but  the  number 
of  SES  plus  GS-15  went  up  11  percent,  and  really  all  the  cuts  in 


60 

the  GAO  workforce  came  at  the  two  lowest  levels,  namely,  GS-7 
to  GS-12  and  the  non-professional  staff  The  GS-7  through  GS-12 
workforce — and  I  believe  that  is  one  of  the  major  work  horses — has 
been  cut  by  over  one-third  since  1990. 

Now,  GAO  has  10  times  the  number  of  SES  executives  per  work- 
er as  does  the  whole  Federal  workforce.  I  realize  that  there  are  lim- 
itations to  that  comparison.  But  in  making  savings  through  reduc- 
tions in  personnel,  it  does  raise  a  question,  at  least  in  my  mind, 
why  top  management,  SES  plus  GS-15,  went  up  11  percent  and 
the  cuts  came  in  the  two  lowest  levels,  GS-7  to  GS-12  and  non- 
professional staff.  Do  you  have  any  comment? 

Mr.  BOWSHER.  Yes,  I  would  be  pleased  to  comment.  First,  if  I 
look  at  your  chart,  you  indicate  that  we  have  far  fewer  people  at 
the  entry  level,  GS-7  to  GS-12.  That  is  because  we  have  been  in 
a  hiring  freeze  for  4  years. 

Chairman  ROTH.  Let  me  ask  you  a  quick  question  there.  You 
have  been  in  a  hiring  freeze  for  how  many  years? 

Mr.  BowSHER.  Well,  we  are  in  our  fourth  year. 

Chairman  ROTH.  And  yet  you  are  still  spending  $550,000  on  the 
office  of  recruiting? 

Mr.  BowsHER.  No.  We  still  have  people  assigned  to  that  office  on 
the  books,  but  they  have  been  moved  as  to  what  they  do.  In  other 
words,  we  don't  have  people  there  sitting  in  the  recruiting  office. 
They  have  all  been  assigned  to  other  tasks.  But  we  expect  to  go 
back  to  recruiting  at  some  point  in  time,  the  whole  lifeblood  of  an 
organization  like  this  depends  on  good  recruiting  to  bring  the  tal- 
ent in. 

If  I  could  move  over  to  your  other  number  on  the  SES,  we  have 
not  gone  fi-om  139  to  145  other  than  whenever  your  staff  took  a 
snapshot,  I  probably  had  six  people  missing  out  of  my  SES,  either 
for  retirement  purposes  or  some  other  reason.  We  have  been  at  145 
since  1988.  So  there  has  been  no  increase  in  our  SES.  There  is  no 
question  that  we  have  increased  some  of  our  GS-15's  or  our  Band 
Ill's,  but  that  has  been  in  an  effort  to  get  some  of  our  more  senior 
people  into  our  field  offices  and  closer  to  the  work.  And  we  feel  that 
that  is  pajdng  off  in  productivity. 

Chairman  ROTH.  My  understanding  is  in  the  field  offices,  which 
are  on  the  firing  front,  you  have  a  ratio  of  something  like  1:19. 

Mr.  BowSHER.  What  is  the  1?  The  SES?  Yes,  that  is  correct. 

Chairman  Roth.  So  to  me,  it  is  interesting  that  there — and  that 
is  much  more  comparable  to  what  you  find  in  much  of  business  or 
the  private  sector. 

Mr.  BowSHER.  But,  see,  you  are  confusing  the  issue,  Mr.  Chair- 
man. 

Chairman  ROTH.  No,  I  don't  think  so.  We  are  talking  about  the 
number  of  managers  to  the  number  of  workers.  And  you  are  sajdng 
that  is  1:19  in  the  field? 

Mr.  BOWSHER.  That  could  be.  But 

Chairman  ROTH.  But  that  is  certainly  not  the  case  in  the  home 
office,  is  it? 

Mr.  BowSHER.  No,  because  in  a  professional  organization  like  a 
law  firm  or  a  CPA  firm  or  any  firm  that  is 

Chairman  RoTH.  I  don't  know  of  any  law  firm  that  has  25  per- 
cent of  the  people  in  administration. 
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Mr.  BOWSHER.  Well,  I  don't  claim  that  we  have  25  percent  in  ad- 
ministration. 

Chairman  RoTH.  Or  even  one-sixth. 

Mr.  BowSHER.  What  I  am  sajdng,  though,  is  that  you  have  in  the 
home  office  here  the  people  that  have  to  do  the  testimonies;  they 
have  to  do  the  planning  of  the  work.  In  other  words,  this  is  the 
home  office  of  GAO  where  the  Federal  Government  is  located.  Our 
SES  is  smaller  as  a  percent  than  0MB,  CBO,  CRS,  Arthur  Ander- 
sen &  Company,  the  Canadian  Auditor  General's  Office,  and  every- 
body whom  we  have  benchmarked  on  an  informal  basis.  And  what 
I  plan  to  do,  Mr.  Chairman,  is  to  do  a  formal  benchmarking  to 
show  you  that  we  do  not  have  too  many  people  at  the  SES  level. 

In  fact,  when  Dr.  Demming  came  to  visit  us  on  that  Saturday 
back  in  1990,  we  had  a  partner  from  McKenzie  &  Company,  who 
joined  us  that  day  and  he  was  astounded  at  the  ratio  of  jobs  that 
my  SESers  had  to  oversee  versus  what  they  would  do  at  McKenzie 
&  Company. 

So  I  think  that  we  have  got  to  show  you — I  understand  your  con- 
cern because  people  have  given  you  ratios  to  the  private  sector, 
which  I  believe  include  companies  other  than  our  type  of  business. 

Chairman  ROTH.  Just  let  me  say  this.  I  find  any  agency  when 
you  make  this  kind  of  a  comment,  they  are  very  defensive  about 
it.  I  think  what  we  are  talking  about  today  is  trying  to  take  a  hard 
look  as  to  how  we  can  reduce  costs  through  reduction  of  personnel 
where  it  is  not  necessary. 

Mr.  BowSHER.  I  agree  with  that. 

Chairman  ROTH.  So  it  just  seems  to  me  that  there  is  a  pretty  sig- 
nificant ratio  here  when  you  have  765,  roughly,  in  administration. 
But  we  are  not  here  to  argue  figures  at  the  moment.  We  are  here 
to  see  where  do  we  go  fi*om  here  and  what  can  be  done  to  reduce 
costs. 

Just  one  final  area.  My  time  is  up  on  this  round.  Senator,  but 
I  have  one  other  area  I  would  like  to — unless  you  want  to  make 
some  further  comment.  I  sort  of  cut  you  off. 

Mr.  BowsHER.  No. 

Chairman  RoTH.  On  the  financial  benefits,  and  certainly  it  is 
true  that  billions  of  dollars  have  been  saved.  I  am  not  arguing  that, 
and  I  commend  you  and  the  organization  for  that.  And  it  is  also 
true  that  the  5-year  trend  for  financial  benefits  is  up  22  percent, 
from  $15.2  billion  in  1990  to  $19.5  bilUon  in  1994.  Is  that  correct? 

Mr.  BowsHER.  I  have  to  look  at  my  list.  Yes,  I  guess  that  is  cor- 
rect. 

Chairman  RoTH.  Now,  when  we  speak  of  financial  benefits,  in 
1994  what  are  we  speaking  of?  Are  those  recommendations  made 
that  year,  or  are  those  the  recommendations  that  are  implemented 
that  year  irrespective  of  when  they  were  recommended? 

Mr.  BowsHER.  The  latter.  In  other  words,  another  point  that 
your  staff  indicated  was  that  we  only  had  20-some  percent  of  our 
recommendations 

Chairman  RoTH.  We  can  comment  later,  but  the  point  you  are 
making,  as  I  understand  this,  is  that  in  1994  when  we  had  $19.5 
billion  of  financial  benefits  in  having  your  recommendations  imple- 
mented, those  are  recommendations  that  were  made  that  year  irre- 
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spective  of  when  they  were  recommended  by  you,  either  that  year 
or  the  year  before  or  5  years. 

Mr.  BowSHER.  That  is  correct.  And  most  of  them  don't  get  imple- 
mented the  year  we  make  the  recommendation  because  of  just 

Chairman  Roth.  It  takes  some  time. 

Mr.  BowsHER.  It  takes  some  time,  yes. 

Chairman  RoTH.  But  then  if  you  look  at  1991  and  1992,  financial 
benefits  went  up  from — you  had  roughly  $18  billion  in  1990.  That 
went  up  to  over  maybe  $30,  or  $33  billion  in  1991,  $34  billion  or 
higher  in  1992.  Then  it  drops  back,  back  to  under  $20  billion,  say 
$18  billion,  then  it  goes  back  up  to  $19.5  billion. 

Given  these  large  fluctuations,  are  financial  benefits  a  good 
measure  for  gauging  GAO's  effectiveness? 

Mr.  BowSHER.  I  think  it  is  one  of  the  measures.  In  other  words, 
in  any  organization  you  have  to  have  several  performance  indica- 
tors on  results  or  accomplishments.  And  I  think  that  the  financial 
benefits  that  accrue  out  of  the  work  of  any  audit  organization  is 
one  that  you  should  monitor.  My  predecessor  had  started  this  sys- 
tem. I  tightened  it  up  a  little  bit  when  I  got  here.  We  have  a  very 
thorough  review  of  these  accomplishment  reports  by  our  internal 
audit,  our  policy  office,  in  addition  to  the  line  management.  And  I 
think  it  is  an  indication  of  whether  we  are  working  on  the  impor- 
tant work. 

In  other  words,  if  your  audit  organization  is  not  working  on  im- 
portant issues  that  lead  to  financial  benefits,  then  I  think  you  have 
a  problem. 

I  expect,  with  the  Republicans  having  taken  leadership  and  all 
the  efforts  here  to  reduce  the  budget,  I  am  expecting  that  our  1995, 
1996,  and  1997  financial  benefits  should  go  up,  because  there  is  a 
major  effort  to  reduce  the  size  of  the  Federal  budget,  and  they  are 
looking  at  some  of  our  reports,  like  the  Davis-Bacon  Act  report  that 
is  10  years  old.  We  did  a  superb  report  on  the  Davis-Bacon  Act  in 
the  early  1980's,  and  those  are  the  kinds  of  issues  that  I  think  are 
a  good  test  over  the  years  as  to  how  well  an  audit  office  has  per- 
formed. 

Chairman  RoTH.  Well,  I  guess  where  I  come  out  is  that,  as  you 
say,  it  is  one  indication. 

Mr.  BowSHER.  Just  one. 

Chairman  Roth.  But  any  1  year  could  be  biased  by  one  major 
event  with  major  savings. 

Mr.  BOWSHER.  Yes,  absolutely. 

Chairman  RoTH.  It  could  look  like  a  good  year  and  nothing  else 
done. 

Mr.  BowSHER.  Very  good  point,  Mr.  Chairman.  You  should  not 
look  at  just  1  year.  You  have  to  look  at  whether  you  want  a  5-year 
period,  a  10-year  period,  or  a  3-year  period. 

Chairman  RoTH.  Over  this  4-year  period,  you  have,  as  I  pointed 
out,  quite  a  change. 

Mr.  BowsHER.  Yes. 

Chairman  RoTH.  So  it  is  an  indication.  Now,  my  fi-iend  and 
Member  of  the  Committee,  Senator  McCain,  of  course,  has  rec- 
ommended that  we  have  an  independent  Inspector  General  for 
GAO.  I  suppose  one  of  the  tasks  they  could  do  is  review,  because 
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the  fact  is  you  make  the  recommendations  and  you  do  decide  how 
much  savings  you  think  that  will  result  in.  Isn't  that  correct? 

Mr.  BOWSHER.  No.  We  really  take  the 

Chairman  Roth.  Where  do  you  get  those  figures? 

Mr.  BowSHER.  Grenerally  fi-om  the  Executive  Branch  or  the  de- 
partment where  it  is  happening. 

Chairman  ROTH.  Do  you  review  them? 

Mr.  BowSHER.  We  generally  take  whatever  they  publicly  issue, 
and  then  what  we  generally  do  is  we  scale  them  back  because  we 
have  certain  limitations.  For  example,  we  don't  take  a  full  savings, 
if  the  savings  are  going  to  cover  too  many  years.  We  are  very  con- 
servative in  how  we  score  financial  benefits,  but  we  try  very  hard 
to  use  other  people — namely,  the  departments  that  run  the  pro- 
gram's numbers — in  pricing  them.  We  don't  price  them  ourselves. 

Chairman  RoTH.  What  if  there  is  a  difference  between  you  and 
the  agency? 

Mr.  BOWSHER.  Well,  then,  our  audit  people  look  at  it,  and  a  final 
decision  is  made. 

Chairman  ROTH.  But  the  final  decision  is  your  agency? 

Mr.  BowSHER.  It  is  within  the  agency.  That  is  correct. 

Now,  I  could  have  it  reviewed  by  our  CPA  audit  firm  at  the  end 
of  the  year,  or  I  could  have  it  reviewed  by  some  outside  group. 

Chairman  ROTH.  I  am  not  suggesting  that.  I  am  just  tr3dng  to 
get  a  feel  for  it.  But  one  of  the  criticisms  I  have  heard  is  that  it 
is  internally  derived. 

Let  me  ask  you  this:  In  1990,  77  percent  of  all  recommendations, 
at  least  to  my  understanding,  were  implemented? 

Mr.  BOWSHER.  In  1990? 

Chairman  RoTH.  Yes. 

Mr.  BowsHER.  Well,  again,  you  have  to  look  at  a  4-year  period 
because  the  recommendations  generally  don't  get  implemented  the 
first  year,  and  what  we  have  consistently  had  is  a  70-percent  rec- 
ommendation implementation  track  record  over  a  4-year  period. 

Chairman  RoTH.  What  was  that? 

Mr.  BowSHER.  When  you  look  at  it  over  a  4-year  period,  a  rolling 
4-year  period.  In  other  words,  if  you  look  at  the  recommendations 
that  were  made  in  1990  for  the  next  4  years,  you  will  generally  see 
a  pattern  of  about  a  70-percent  implementation  rate,  and  lots  of 
times  it  is  in  the  third  and  the  fourth  year  of  when  a  recommenda- 
tion gets  implemented  rather  than  the  first  year. 

Chairman  ROTH.  I  guess  the  question  I  have  is  that  of  the  key 
recommendations  made,  the  number  that  are  being  implemented 
going  down,  is  there  any  reason  for  that? 

Mr.  BowSHER.  That  is  only  because  that  tells  you  what  happened 
in  that  first  year. 

Chairman  Roth.  But  those  figures,  I  thought  you  said,  show  the 
total  number  that  are  implemented,  irrespective  of  what  year.  Isn't 
that  correct? 

Mr.  BowsHER.  That  is  the  dollar  savings. 

Chairman  Roth.  Yes,  right. 

Mr.  BowsHER.  The  dollar  savings  are  computed  in  whatever  year 
they  get  implemented,  and  I  think  the  way  we  show  these  rec- 
ommendations, it  would  be  better  if  we  showed  a  rolling  4-year  av- 
erage because  that  is  the  way  I  really  do  monitor  it. 
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Chairman  RoTH.  Senator  Glenn. 

Senator  Glenn.  Yes,  thank  you,  and  I  will  be  brief.  I  know  it  is 
late.  Some  people  have  been  in  here  ever  since  we  started  this 
morning,  I  believe,  and  so  we  will  get  out  of  here  very  shortly.  I 
just  want  to  sort  of  summarize  here  a  little  bit. 

Your  track  record  shows  you  saving  over  the  past  15  years  about 
$225  billion.  Staff  was  just  showing  me  the  kind  of  report  that  re- 
flects this.  This  is  not  off  the  top  of  somebody s  head.  You  do  an 
actual  analysis  of  this.  It  is  called  an  accomplishment  report  and 
so  on. 

Mr.  BOWSHER.  That  is  correct. 

Senator  Glenn.  It  has  to  be  checked  off.  It  goes  back  to  the  agen- 
cy, and  everybody  has  to  agree  on  what  was  saved  before  you  put 
it  on  the  list. 

Mr.  Bowsher.  That  is  correct. 

Senator  Glenn.  This  is  not  some  fictitious  figure.  This  report  is 
just  one  example. 

Mr.  Bowsher.  What  you  have  in  your  hand  is  a  set  of  documents 
that  we  would  have  on  every  financial  accomplishment. 

Senator  Glenn.  This  isn't  a  series  of  reports.  This  is  substan- 
tiation for  that  one  claim  right  here. 

Mr.  Bowsher.  That  is  correct. 

Senator  Glenn.  So  those  are  pretty  solid  figures. 

Now,  this  averages  out  over  the  past  15  years,  then,  through 
1980's  and  up  to  now  in  the  1990's,  averages  $15  billion  per  year. 

Mr.  Bowsher.  That  is  correct. 

Senator  Glenn.  In  savings.  Now,  your  cost  of  doing  business, 
what  is  your  current  budget,  $430-some  million? 

Mr.  Bowsher.  I  think  $443  million,  coming  down. 

Senator  Glenn.  OK,  $443  million,  going  down.  All  right.  Now, 
that  is  a  good-sized  chunk  of  money. 

Mr.  Bowsher.  Yes,  it  is. 

Senator  Glenn.  And  I  think  the  NAPA  advice,  you  are  taking 
that.  I  think  it  is  excellent.  And  you  are  working  those  things  out, 
and  you  want  to  get  better  efficiency.  And  I  am  glad  we  had  the 
NAPA  report  done. 

The  question  we  are  facing,  though,  is  whether  you  can  take  a 
25-percent  reduction  in  your  budget  this  year  as  opposed  to  accom- 
plishing your  drawdown  and  still  do  the  same  work  by  1997,  the 
end  of  1997.  It  just  seems  to  me  I  would  like  to  take  the  opposite 
tack,  and  I  don't  want  to  extend  the  hearing  along,  so  just  be  brief 
if  you  can.  What  if  you  had  a  25-percent  increase  instead  of  a  cut? 
How  many  extra  billion  could  we  save?  It  probably  wouldn't  be  pro- 
portional exactly  to  that  $15  billion  a  year.  But  what  are  we  going 
to  get  back  if  we  gave  you  a  25-percent  increase  of  $130  million? 

Mr.  Bowsher.  I  just  don't  know  what  the  answer  would  be.  Sen- 
ator Glenn. 

Senator  Glenn.  But  it  would  be  good? 

Mr.  Bowsher.  It  would  be  good.  But  I  can't 

Senator  Glenn.  I  figure  we  would  get  back  more  than  our  bait, 
wouldn't  we? 

Mr.  Bowsher.  Yes,  you  would. 

Senator  Glenn.  By  a  long  shot. 

Mr.  Bowsher.  Quite  a  bit  more. 
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Senator  Glenn.  We  are  expending  $430  million  a  year  and  we 
are  getting  back  about  $15  billion  a  year,  on  an  average — and  that 
is  up  and  down,  I  know.  You  can't  count  on  that  being  constant. 
I  just  think  that  I  agree  you  can  be  improved;  I  think  you  have 
gone  a  long  ways  toward  improving  GAO  since  you  have  been 
there.  We  have  worked  very  closely  with  you  on  some  of  these 
things.  But  my  view  is  that  GAO  is  one  of  the  success  stories  in 
government.  You  have  taken  the  lead  in  total  quality  management. 
You  are  setting  an  example  over  there  by  how  you  are  handling 
your  own  people  and  performance,  which  is  what  the  GPRA,  that 
the  Chairman  put  in  for  all  of  government,  is  supposed  to  be  doing. 
You  are  a  model  of  how  that  can  be  done,  or  may  be  a  pilot  case 
of  how  that  can  be  done. 

I  know  everything  isn't  perfect  at  GAO,  but  I  think  to  cut  a 
fourth  of  your  resources,  cut  a  fourth  off  your  budget,  when  we 
know  that  would  wreck  your  plans  over  there  and  cut  back  on  what 
studies  you  could  do  for  us  that  contribute  to  this  $15  billion  a 
year,  I  think  would  be  the  height  of  folly. 

I  just  wanted  to  finish  with  that  remark.  We  have  lots  of  other 
questions.  I  presume  we  will  have  questions  for  the  record,  Mr. 
Chairman,  and  we  will  submit  some  for  the  record,  also. 

[The  addition  question  from  Senator  Glenn  follows:] 

ADDITIONAL  QUESTION  FOR  THE  RECORD  FROM  SENATOR  GLENN 

Question.  I  am  quite  curious  as  to  what  your  reaction  has  been  to  how  your  report 
has  been  received — and  perceived — to  date.  On  the  other  hand,  it  does  raise  some 
serious  matters  which  GAO  must,  and  should,  address.  On  the  other  hand,  I  feel 
that  some  may  have  tried  to  put  their  own  "spin"  on  it,  using  it  for  maximum  ad- 
vantage to  make  their  case  that  GAO  should  be  abolished  or  drastically  cut. 

What  is  your  reaction  to  this?  Have  there  been  some  accounts  which  have  dis- 
torted the  panel's  findings  and  recommendations?  Please  explain. 

Answer.  The  report  of  the  National  Academy  of  Public  Administration  (NAPA) 
panel  does  not  suggest  or  recommend  abolishing  or  drastically  cutting  GAO.  On  the 
contrary,  the  panel  reasserted  that  GAO  is  an  important  and  valuable  part  of  gov- 
ernment, "providing  auditing,  research,  and  evaluation  to  government  in  general 
and  to  Congress  in  particular,  which  could  not  be  easily  or  readily  replaced."  The 
report  also  does  not  suggest  or  recommend  that  GAO's  mission  or  capacity  should 
be  legislatively  altered  or  reduced.  In  particular,  the  panel  did  not  suggest  that 
GAO  exclude  policy  relevant  research  or  program  evaluation  from  its  work.  The 
panel  recognized  that  it  is  not  possible  to  draw  a  clear  line  between  policy  analysis, 
evaluation  of  government  performance,  and  audit.  The  panel's  key  conclusion  was 
that  GAO  work  should  be  both  policy  relevant  and  rigorously  fact-based;  while  GAO 
should  continue  to  make  recommendations  based  on  its  research  and  analysis,  it 
should  avoid  policy  advocacy. 

The  panel  concluded  that  GAO's  effectiveness  depends  on  bipartisan  and  public 
trust  to  maintain  its  special  status  as  objective  and  impartial  central  audit  agency. 
To  protect  and  strengthen  this  status,  the  report  suggests  two  major  approaches: 

1.  Restraint  on  the  part  of  GAO  and  congressional  requesters  of  its  work,  to  avoid 
reports  that  do  not  have  a  firm  factual  base  within  GAO's  competence;  and 

2.  Continuing  congressional  oversight  based  upon  sharing  of  information  on  GAO 
strategic  plans,  lists  of  jobs  started,  terms  of  reference  for  individual  studies, 
periodic  external  peer  review  of  work  completed,  and  improved  GAO  perform- 
ance indicators,  as  well  as  agency  comments  routinely  and  consistently  ob- 
tained on  individual  GAO  reports. 

The  report  calls  for  increasing  GAO  capacities  in  the  areas  of  financial  manage- 
ment systems  and  program  cost  analysis.  The  panel  also  recommends  some  changes 
in  review  processes  and  other  internal  operations,  which  could  lead  to  improved  effi- 
ciencies and  more  importantly  to  improved  quality  of  GAO  work. 
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Senator  GLENN.  It  has  been  a  long  hearing,  and  I  just  want  to 
comphment  you  on  what  you  are  doing.  I  hope  you  can  cooperate 
with  the  NAPA  people  in  working  out  some  of  these  things  to  a  bet- 
ter, more  extensive  degree  than  we  have  up  to  now. 

There  is  one  other  thing  I  just  wanted  to  mention.  There  is  a  lot 
going  on  over  at  Defense.  We  have  worked  very  closely  with  the 
new  comptroller,  John  Hamre,  over  there.  I  am  sorry  Senator 
Grassley  isn't  still  here.  I  told  him  when  he  was  leaving  that  I 
wanted  to  get  together.  We  have  done  some  things  at  Defense,  and 
it  has  been  hard.  We  did  the  "M"  accounts — you  remember  that — 
and  the  DBOF,  Defense  Business  Operating  Funds,  and  we  are  be- 
ginning to  work  some  of  the  problems  out  in  those  areas.  Then 
there  is  DFAS,  the  Defense  Finance  Accounting  Service,  and  the 
personnel  side  of  DFAS;  I  went  to  one  of  their  centers.  It  is  abso- 
lutely a  model,  an  example  of  how  you  would  like  to  see  these 
things  work.  It  is  just  beautiful.  We  spent  about  half  a  day  there. 

Now,  the  other  side  of  DFAS  is  contract  payment,  where  they 
still  have  people  running  down  the  aisles  and  taking  manila  folders 
and  bringing  them  back  to  a  desk  and  scattering  20  pieces  of  paper 
around.  They  are  trying  to  handle  a  center  that  is  paying,  so  I  was 
told,  $35  million  an  hour  and  doing  it  by  running  manila  folders 
back  and  forth  down  a  warehouse-like  place,  because  we  didn't  give 
them  their  computer  money  soon  enough. 

So  it  is  our  fault,  again,  at  least  some  of  this.  And  have  they 
been  slow  in  getting  this  together?  Yes,  but  it  is  a  big  problem,  as 
you  know.  The  Defense  Department  alone  has  160  different  ac- 
counting systems  over  there,  and  there  are  200  government-wide; 
there  are  43  different  accounting  systems  just  in  the  Army.  These 
are  things  that  Senator  Grassley  is  working  on,  I  know,  and  I  want 
to  work  with  him  on  those  things.  I  think  his  idea  of  maybe  getting 
a  little  group  together  here  is  a  very  good  idea,  and  we  will  work 
together  with  you  on  that. 

I  just  hope  we  can  avoid  this  one-fourth  cut  in  your  budget  this 
year.  I  know  everybody  wants  to  cut  the  budget,  but  there  are  some 
areas  of  the  budget  that  should  be  increased,  not  decreased,  and  we 
will  save  more  money  by  doing  it  that  way.  This  is  one  of  them, 
as  I  see  it.  Thank  you,  Mr.  Chairman. 

Chairman  ROTH.  Thank  you,  Senator  Glenn. 

Well,  it  has  been  a  long  morning.  I  just  want  to  say  once  more 
that,  as  in  the  private  sector,  there  are  many  excellent  companies 
that  have  re-engineered  their  processes  and  made  major  improve- 
ments and  major  savings.  And  that  is  the  whole  purpose  of  these 
proceedings  today.  As  a  matter  of  fact,  we  are  following  through  on 
the  recommendations  of  NAPA  of  having  oversight,  and  we  expect 
that  we  will  make  that  a  practice  on  occasion  in  the  future,  al- 
though we  won't  do  it  so  often  that  it  interrupts  your  main  task. 

We  do  appreciate  your  being  here,  and  we  look  forward  to  work- 
ing with  you  to  make  a  great  organization  even  better. 

Mr.  BOWSHER.  Thank  you  very  much,  Mr.  Chairman.  Could  I  just 
make  a  couple  of  comments?  I  look  forward  to  working  with  you 
and  Senator  Glenn  and  all  the  Members  of  this  Committee  to  try 
to  improve.  We  do  have  certain  areas  that  we  can  improve  on  at 
GAG.  We  want  to  improve.  We  think  we  have  made  a  lot  of 
progress  here  in  the  last  decade  or  so,  and  we  want  to  continue  to 
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make  more  progress.  I  come  out  of  one  of  the  big  accounting  and 
auditing  firms  in  the  private  sector.  I  know  how  they  have  im- 
proved, and  I  have  tried  very  hard  to  make  GAO  one  of  the  premier 
organizations  in  government.  And  I  want  to  continue  to  do  that  in 
my  last  18  months  in  office  and  work  with  you. 

Chairman  ROTH.  A  worthy  ambition. 

Mr.  BOWSHER.  Thank  you. 

Chairman  ROTH.  Thank  you,  Mr.  Bowsher. 

[Whereupon,  at  1:41  p.m.,  the  Committee  was  adjourned.] 
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PREPARED  STATEMENT  OF  R.  SCOTT  FOSLER 

I  am  Scott  Fosler,  president  of  the  National  Academy  of  Public  Administration. 
The  Academy  is  a  non-profit,  non-partisan  organization  chartered  by  Congress  to 
identify  emerging  issues  in  governance  and  public  management  and  provide  advice 
to  Congress  and  other  decisionmakers  on  how  to  improve  the  effectiveness  and  effi- 
ciency of  government.  The  Academy's  membership  consists  of  more  than  400  individ- 
uals elected  by  their  peers  for  their  distinguished  contribution  to  public  service,  in- 
cluding current  and  former  Members  of  Congress,  cabinet  officers,  governors,  may- 
ors, jurists,  public  managers  at  all  levels,  business  executives,  and  scholars. 

We  were  asked  by  this  Committee  in  1993  to  conduct  a  study  of  the  roles,  mission, 
and  operation  of  the  U.S.  General  Accounting  Office  (GAO).  The  Academy  panel  as- 
sembled for  this  study  completed  its  report  in  August  1994  and  the  report  was  re- 
leased as  a  Committee  Print  (S.  Prt.  103-87)  in  October  1994. 

I  would  like  to  introduce  Dr.  Alan  K.  Campbell,  a  Fellow  of  the  Academy  who  was 
the  chair  of  the  panel,  and  Dr.  Annmarie  Walsh,  also  an  Academy  Fellow,  who  was 
the  project  director  for  the  study.  We  have  included  information  on  Dr.  Campbell 
and  Dr.  Walsh  and  the  other  members  of  the  panel  as  an  attachment  to  this  testi- 
mony. 

Dr.  Campbell  will  present  the  panel's  findings  and  then  he.  Dr.  Walsh,  and  I  will 
be  happy  to  answer  the  Committee's  questions. 


PREPARED  STATEMENT  OF  ALAN  K.  CAMPBELL 

Mr.  Chairman  and  Members  of  the  Committee:  I  am  Alan  K.  Campbell.  I  served 
as  chair  of  the  National  Academy  of  Public  Administration's  panel  that  conducted 
a  study  of  the  U.S.  General  Accounting  Office  at  the  direction  of  this  Committee. 
Our  report  was  issued  as  a  Committee  Print  in  October  1994.  I  am  pleased  to  have 
this  opportunity  to  summarize  the  findings  and  recommendations  of  that  panel. 

In  preparing  the  report  for  the  Committee,  the  Academy  panel  conducted  a  year- 
long examination  of  the  roles,  mission,  and  operations  of  GAO.  On  the  basis  of  that 
examination,  the  panel,  despite  its  diversity,  unanimously  agreed  to  a  set  of  findings 
and  recommendations.  I  acknowledge  the  extraordinary  contributions  of  all  mem- 
bers of  that  panel,  as  well  as  those  of  the  Academy  and  panel  staff  who  contributed 
to  the  work.  I  request  that,  with  your  permission,  the  executive  summary  of  that 
report  and  the  list  of  panel  members  be  included  in  the  written  record  of  this  hear- 
ing. 

The  project  director,  Annmarie  Walsh,  of  the  Institute  of  Public  Administration 
and  an  Academy  Fellow,  is  here  with  me  this  morning  to  help  answer  questions. 
The  full  report  of  the  panel  was  issued  as  a  publication  of  this  Committee  in  Octo- 
ber 1994. 

I  would  like  to  emphasize  four  points,  on  the  basis  of  the  panel's  work. 

1.  GAO  performs  functions  that  are  valuable  to  Congress,  to  government  in  gen- 
eral and  to  the  American  public — functions  that  are  growing  in  importance.  Cost 
analysis,  economy  and  efficiency  auditing,  contributions  to  improving  financial  man- 
agement and  information  systems,  performance  auditing  and  selective  program  eval- 
uation are  crucial  functions,  particularly  in  an  era  of  stringent  budgeting,  changing 
programs  and  reengineering  of  processes. 

"The  point  to  be  emphasized  is  that  when  major  changes  are  occurring — particu- 
larly when  operational  decisionmaking  is  decentralized — auditing,  research,  and 
evaluation  become  enormously  important.  Congressional  staff  and  executive  agency 
resources  for  these  activities  are  declining,  and  apparently  will  continue  to  decline. 
The  panel  found  that  GAO  at  its  best  is  a  vital  resource  to  Congress,  to  government, 
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and  to  the  American  public  for  auditing,  research,  and  evaluation.  Within  the  con- 
text of  changes  currently  being  made  and  contemplated,  the  importance  of  these  ac- 
tivities will  increase. 

Our  panel  did  conclude  that  GAO  "gotcha"  reports — that  is,  narrow  findings  suit- 
able for  headlines  that  a  public  agency  is  doing  something  wrong,  or  could  do  some- 
thing better — are  often  not  useful.  Historically,  they  do  not  lead  to  management  im- 
provement. In  most  cases  they  do  not  provide  specific  practical  agendas  for  institu- 
tional change  or  clear  estimates  of  the  costs  of  recommended  changes.  Requests  for 
GAO  work  for  the  purpose  of  creating  scenarios  for  committee  hearings  critical  of 
agencies,  without  comprehensive  review  of  comparative  costs  and  benefits  of  alter- 
natives, often  do  not  contribute  to  constructive  improvements  in  government  proc- 
esses or  outcomes. 

2.  Objectivity  on  the  part  of  GAO  and  broad  perception  of  its  ability  to  carry  out 
competent,  fair  and  independent  analysis  are  its  most  important  assets.  The  panel 
recognized  that  in  recent  years,  there  has  been  considerable  criticism  about  GAO's 
work,  including  concerns  about  its  objectivity  and  impartiality.  The  panel  found  no 
evidence  of  deliberate  partisan  bias  in  GAO's  work.  The  panel  made  several  rec- 
ommendations aimed  at  assuring  the  continuing  objectivity  and  independence  of 
GAO's  work. 

Congress  should  not  lose  sight  of  the  fact  that  GAO  is  the  American  government's 
central  auditing  agency.  All  democratic  industrialized  nations  have  central  auditing 
agencies  which  share  professional  values.  Through  foreign  aid  programs  the  United 
States  is  urging  developing  countries  and  the  countries  emerging  from  communism 
to  create  such  agencies. 

GAO's  status  as  the  government's  central  audit  agency  for  audit  and  evaluation 
requires  bipartisan  trust.  The  panel's  recommendations  for  serving  that  objective  in- 
clude sharing  GAO's  strategic  planning  and  priority  setting  with  its  congressional 
oversight  committees  and  others;  its  adherence  to  professional  audit  standards — in- 
cluding obtaining  comments  from  audited  agencies  on  all  its  reports;  its  adherence 
to  professional  program  evaluation  methods  for  studies  in  that  category;  and  re- 
straint on  the  part  of  congressional  committee  leadership  and  individual  members 
in  requesting  GAO  to  undertake  studies  that  will  draw  GAO  into  partisan  issues 
that  lack  a  solid  factual  base  for  empirical  judgment. 

Like  most  private  sector  businesses  engaged  in  reorganization  and  reengineering, 
GAO  should  define  and  focus  resources  on  its  core  activities,  on  those  activities  not 
provided  by  other  sources  and  to  which  its  legislated  mission  gives  priority.  If  it  is 
to  maintain  its  objectivity  and  serve  its  core  mission,  GAO  should  not  be  expected 
to  take  positions  on  broad  policy  issues  subject  to  political  debate.  Should  taxes  be 
cut?  Should  taxes  be  raised?  Should  government  grow?  Should  government  shrink? 
Should  the  federal  government's  responsibilities  shrink  and  State  and  local  govern- 
ment grow?  These  are  not  issues  that  belong  on  the  agenda  of  the  central  audit 
agency.  But  GAO  should  build  the  capacity  to  assess  how  agencies  are  performing 
their  identified  public  missions  and  how  they  are  dealing  with  changes  emerging 
from  policy  decisions,  and  also  to  assess  the  impacts  of  changes  on  both  program 
costs  and  results. 

3.  The  panel  did  not  address  the  question  which  I  understand  is  now  a  central 
concern  of  this  Committee,  namely  the  impact  on  GAO  of  a  very  substantial  addi- 
tional cut  in  its  budget.  The  panel  did  note,  however,  that  GAO  was  in  the  midst 
of  a  major  downsizing  at  the  time  of  our  study.  The  size  of  GAO's  staff  had  been 
relatively  stable  at  about  5,100  from  fiscal  year  1979  through  fiscal  year  1992.  GAO 
has  downsized  from  5,062  staff-years  in  fiscal  year  1992  to  4,900  in  fiscal  year  1993 
to  4,500  in  fiscal  year  1994.  Consequently,  immediate  and  significant  additional  re- 
duction in  GAO  resources  could  adversely  impact  the  organization's  ability  to  carry 
out  its  statutory  mission  and  respond  to  congressional  requests  for  GAO  services. 

The  panel  found  that  Congress — through  its  committees  and  individual  mem- 
bers— has  requested  from  GAO  a  level  of  work  that  has  severely  t£ixed  the  agency's 
resources.  GAO  has  tried  to  respond  to  every  request  from  congressional  committees 
and  Members  of  Congress  that  falls  within  its  general  issue  areas  and  does  not  un- 
duly duplicate  other  work — often  including  requests  generated  by  congressional  staff 
of  which  the  members  themselves  may  not  be  fully  aware.  In  addition,  a  consider- 
able number  of  projects  emerge  from  issues  identified  in  prior  GAO  studies  and  from 
the  internal  GAO  strategic  planning  process  which  are  usually  supported  by  a  con- 
gressional request  letter.  (For  that  reason,  the  panel  noted  that  the  percentage  fig- 
ures on  the  share  of  congressionally  requested  versus  self-initiated  work  is  of  uncer- 
tain meaning.) 

Although  not  designed  to  reduce  costs  or  to  downsize  GAO,  a  number  of  the  pan- 
el's recommendations  could  improve  GAO's  efficiency  and  effectiveness,  because  of 
their  emphasis  on  preserving  and  improving  quality  and  cost-effectiveness  by  mak- 
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ing  GAO's  work  processes  more  open,  visible,  and  efficient.  One  category  is  the 
group  of  recommendations  that  would  open  up  scrutiny  of  GAO  work  priorities  to 
public  and  congressional  discussion.  Another  group  of  recommendations  would  alter 
mternal  GAO  work  processes  in  ways  that  would  shorten  the  time  needed  to  com- 
plete work  while  simultaneously  improving  the  quality  of  the  product. 

Before  summarizing  these  recommendations,  it  is  important  to  point  out  that 
some  of  the  panel's  recommendations  on  GAO  priorities  may  actually  require,  in  the 
short  term,  added  expenditures  for  certain  tjrpes  of  resources  in  the  short  term,  for 
example,  increased  capability  in  computer  hardware  and  software  for  analysis  and 
communications.  While  GAO  is  making  progress  in  these  areas,  it  is  not  up  to  what 
would  be  called  "state  of  the  art."  Another  example  is  the  panel's  recommendation 
that  GAO  strengthen  its  skills  in  cost  analysis  and  financial  management  systems. 
At  present,  GAO  does  not  have  all  the  capabiUty  needed  for  sophisticated  cost/bene- 
fit analysis.  In  the  long  run,  additions  of  these  resources  and  capabilities  will  save 
money,  but  not  in  the  short  run. 

4.  In  order  to  open  up  GAO's  internal  processes  suid  contribute  to  its  efficiency 
and  effectiveness,  the  panel  recommends  that  GAO  establish  clear  "terms  of  ref- 
erence" (TORs)  for  all  GAO  projects. 

What  do  we  mean  by  TORs?  TORs  for  a  GAO  project  would  outline  clearly,  in 
writing,  objectives  and  research  questions;  the  scope  of  the  work;  general  methods 
and  sources  to  be  applied;  staff  skills,  costs,  and  time  needed  to  complete  the  work. 
GAO  staff,  managers,  and  requesters,  if  any,  would  agree  on  the  TORs  before  the 
job  is  approved  and  work  begins. 

TORs  are  not  a  new  invention.  Studies  contracted  by  federal.  State  and  local  gov- 
ernments from  the  private  and  non-profit  sectors  have  long  required  specific  terms 
of  reference  in  the  bidding  or  procurement  process.  Business-to-Dusiness  contracting 
for  research  and  development  and  other  consulting  services  also  requires  clear 
benchmarks,  cost  and  schedule  estimates.  The  TORs  identify  the  product  that  the 
organization  is  providing  at  an  agreed  upon  price. 

The  panel  concluded  that  effective  use  of  TORs  would  have  three  major  impacts: 
(1)  improving  the  efficiency  and  effectiveness  of  GAO  operations;  (2)  linlung  its  work 
agenda  more  effectively  to  congressional  priorities;  and  (3)  giving  higher  visibiUty 
to  GAO  undertakings. 

On  the  first  point,  better  definition  of  jobs  and  the  teams  assigned  to  them  up 
fi-ont  will  improve  quality,  substantially  reduce  review  and  rework  after  drafts  are 
prepared,  decrease  time  and  costs  of  jobs,  and  give  job  teams  clear  benchmarks  to 
meet.  They  will  also  better  define  sources  and  methods,  thereby  avoiding  later  criti- 
cisms of  weak  or  biased  research. 

On  the  second  point — linking  GAO's  work  agenda  more  effectively  to  congressional 
agendas — the  use  of  TORs  as  recommended  by  the  panel  would  produce  substantial 
changes.  To  elaborate  on  one,  each  GAO  job  would  have  a  cost  tag  attached  before 
it  was  authorized.  In  the  past,  any  congressional  committee  or  member  could  ask 
for  a  GAO  job  (in  effect  generating  demand  for  GAO  services)  without  any  consider- 
ation of  cost.  As  any  of  us  who  has  taken  elementary  economics  knows,  if  a  good 
or  service  is  perceived  as  free,  demand  for  it  is  nearly  unlimited. 

The  panel  considered  the  proposal  frequently  made  that  congressional  requesters 
should  be  allocated  vouchers  to  purchase  GAO  services.  This  proposal  seemed  to  the 
panel  to  be  likely  to  lead  to  complex,  bureaucratic  procedures  and  logrolUng  trade- 
offs, dragging  GAO  into  political  processes  in  which  it  does  not  belong.  The  panel 
concluded  that  if  job  objectives  and  cost  estimates  for  GAO  jobs  are  spelled  out  in 
writing,  shared  with  Majority  and  Minority  Committee  Members,  and  open  to  Com- 
mittee discussion,  demand  will  be  appropriately  limited  without  use  of  an  elaborate 
voucher  system. 

The  panel  also  considered  and  rejected  the  idea  of  a  bipartisan  congressional 
board  to  provide  prior  review  for  requests  for  GAO  work.  The  volume  of  required 
work  is  simply  too  great  for  prior  review  by  a  special  board.  Members  appointed  to 
such  a  board  would  not  have  time  to  screen  all  GAO  job  starts  in  advance.  In  all 
likelihood,  a  congressional  staff  bureaucracy  would  perform  this  task  and 
politicization  of  the  process  would  be  a  danger.  The  panel  concluded  that  the  process 
of  establishing  TORs  could  provide  incentives  for  internal  review  before  work  began 
and  also  provide  a  basis  for  external  peer  review  after  work  is  completed  that  would 
be  more  effective. 

In  conclusion,  the  Academy  panel,  which  began  from  quite  different  perspectives 
on  GAO,  produced  a  consensus  report  approved  by  all  the  panel  members.  The  panel 
concludeci  that  GAO,  an  institution  created  almost  75  years  ago,  is  essential  to  fiinc- 
tioning  democratic  government.  While  the  panel  does  not  see  a  need  for  any  legisla- 
tive changes,  it  found  opportunities  and  needs  for  improvements  in  processes  and 
perspectives  in  both  GAO  and  Congress.  Now  it  is  up  to  Congress  to  ensure  that 
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such  improvements  are  made  and  that  GAO's  capacity  to  perform  its  basic  mission 
is  preserved  and  even  enhanced. 

Mr.  Chairman,  this  concludes  my  prepared  statement.  We  would  be  pleased  to  re- 
spond to  any  questions. 

Attachment  I 

Executive  Summary 

The  Senate  Committee  on  Governmental  Affairs  asked  the  National  Academy  of 
Public  Administration  to  convene  an  expert  panel  to  examine  the  roles,  mission  and 
operation  of  the  U.S.  General  Accounting  Office  (GAO)  in  May  1993.  This  report 
presents  the  findings  and  recommendations  of  the  panel,  focusing  on  GAO's  mission 
and  roles,  its  relationships  with  Congress  and  with  federal  executive  agencies,  the 
quality  of  its  work,  and  its  work  processes. 

GAO  has  been  a  valuable  part  of  the  federal  government  for  more  than  70  years, 
providing  auditing,  research  and  evaluation  to  government  generally  and  to  Con- 
gress in  particular,  which  could  not  be  easily  and  readily  replaced.  GAO's  most  im- 
portant assets  are  its  objectivity  and  impartial  fact-finding  and  analysis  that  have 
given  its  reports  and  testimony  a  special  standing  in  discussions  and  debates  on 
government  performance. 

In  recent  years,  there  has  been  considerable  criticism  about  GAO's  work,  includ- 
ing concerns  about  its  objectivity  and  impartiality.  Interviews  conducted  for  this 
study  revealed  these  concerns  even  among  congressional  staffs  who  most  strongly 
support  GAO.  While  the  panel  found  no  evidence  of  deliberate  partisan  bias  in 
GAO's  work,  the  panel  did  find  that  GAO's  credibility  and  authoritativeness  will  be 
eroded  by  its  involvement  in  policy  areas  without  a  solid  base  in  research  and  eval- 
uation. 

The  panel's  major  conclusion  is  that  GAO  and  Congress  should  give  greater  atten- 
tion to  the  scope  of  work  GAO  does,  how  it  uses  its  resources,  the  quality  of  its  work 
products,  the  objectivity  of  its  findings  and  conclusions,  and  the  fairness  of  their 
presentation  and  release. 

GAO's  status  as  the  government's  central  agency  for  audit  and  evaluation  re- 
quires bipartisan  trust,  particularly  in  a  time  of  partisan  conflict.  The  panel  con- 
cludes that  two  major  approaches  are  necessary  to  serve  that  objective:  (1)  restraint 
on  the  part  of  GAO  and  congressional  requesters  of  its  work,  to  avoid  reports  that 
do  not  have  a  firm  factual  base — ^within  GAO's  competence;  and  (2)  continuing  con- 
gressional oversight  of  GAO,  with  increased  sharing  of  information,  including  GAO's 
strategic  plans,  lists  of  jobs  started,  terms  of  reference  for  individual  studies,  peri- 
odic peer  review  reports,  and  improved  GAO  performance  indicators,  as  well  as 
agency  comments  routinely  and  consistently  obtained  on  individual  GAO  reports. 

GAO  Mission  and  Roles 

GAO's  Vision,  Mission,  and  Guiding  Principles 

GAO's  mission  and  roles  are  becoming  broader  and  more  diverse  than  appropriate 
for  the  government's  central  audit  and  evaluation  agency,  going  beyond  its  core  pur- 
pose, skills,  and  resources. 

GAO's  statutory  authorization,  dating  from  the  1921  legislation  that  established 
it  as  an  agency  independent  of  the  executive  branch,  gives  the  comptroller  general 
a  broad  mandate  to  make  recommendations  on  the  economy  and  efficiency  of  public 
expenditures,  to  prescribe  systems  and  procedures  for  appropriation  and  accounting, 
and  to  undertake  investigations  and  reports  ordered  by  any  congressional  commit- 
tee. This  mission  has  been  broadened  over  the  years  by  additions  to  the  original 
statute  and  specific  provisions  in  laws  requiring  numerous  periodic  or  one-time  re- 
ports on  specific  programs  and  expanding  GAO's  general  management-oriented  re- 
sponsibilities. 

Internal  GAO  processes  for  defining  mission  and  roles — most  notably  the  proc- 
esses of  strategic  planning  and  total  quahty  management  (TQM) — have  defined  ob- 
jectives for  GAO  that  are  very  ambitious  and  reach  beyond  GAO's  core  mission.  As 
part  of  the  TQM  process,  GAO  has  defined  its  organizational  vision  as  follows:  "We 
aspire  to  be  the  world's  leading  organization  engaged  in  audit,  evaluation,  and  pub- 
lic policy  analysis."  This  formulation  encourages  GAO  to  become  more  involved  in 
policy  questions,  in  a  way  that  may  extend  beyond  the  appropriate  role  of  the  gov- 
ernment's central  audit  agency  and  beyond  its  resources.  To  be  the  world  leader  in 
audit,  evaluation,  and  policy  analysis  is  an  unrealistic  aim,  in  light  of  the  diversity 
of  management,  program  and  policy  issues  and  the  degree  of  specialization  required 
to  perform  sound  policy  analyses  and  policy  development  across  that  full  range. 
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GAO  has  become  increasingly  involved  in  policy  analysis  and  policy  development. 
Elected  officials  have  the  responsibility  to  set  public  policies  and  priorities.  GAO's 
appropriate  role  is  not  to  formulate  policy  but  to  contribute  information  and  analysis 
that  decisionmakers  can  use  in  evaluating  options  and  making  policy  choices.  Con- 
gressional staffs,  majority  and  minority,  overwhelmingly  suggest  that  GAO's  most 
effective  contribution  to  decision  making  is  to  provide  accurate,  reliable  information 
and  fact-based  audit  and  evaluation. 

The  panel  recommends  that  GAO  revise  its  vision  and  mission  statements  to  re- 
flect more  focused  and  realistic  objectives,  building  on  its  own  standards  and  guid- 
ing principles,  along  the  following  lines: 

GAO's  principal  mission  is  to  produce  high  quality  research  that  is  objective 
and  independently  derived;  fact  based,  accurate,  and  timely;  and  presented 
in  a  way  that  will  be  meaningful  and  useful  to  responsible  officials  perform- 
ing oversight  and  formulating  legislation  and  poUcies  to  guide  the  manage- 
ment and  accomplishment  of  public  purposes. 

The  panel  recommends  a  shift  in  GAO  perspectives  and  methods,  from  promoting 
process-oriented  controls  to  examining  the  root  causes  of  problems  in  order  to  help 
improve  the  effectiveness  of  program  outcomes.  GAO  should  also  ensure  that  it  has 
the  staff  skills  and  resources  to  match  its  work  priorities,  particularly  in  the  areas 
of  program  evaluation,  cost  analysis,  and  financial  and  other  management  systems. 

GAO  should  take  a  cautious  approach  to  policy  analysis  and  policy  development, 
building  from  a  foundation  in  research,  audit,  and  evaluation.  Congressional  re- 
questers of  GAO  work  should  not  put  GAO's  role  and  reputation  as  impartial,  objec- 
tive auditor  and  evaluator  in  jeopardy  by  posing  research  questions  that  inevitably 
place  GAO  in  areas  of  conflict  over  policy  priorities  and  values,  without  a  solid  fac- 
tual base  or  objective  standards  for  review. 

GAO  Strategic  Planning 

GAO's  internal  strategic  planning  and  its  relationship  to  congressionally-re- 
quested  work  is  not  known  to  most  congressional  members  and  staff.  A  more  open 
strategic  planning  process  at  GAO  would  help  create  greater  understanding  of 
GAO's  work  priorities  and  address  concerns  about  GAO's  perceived  reliance  on  con- 
gressional requesters  to  define  its  work. 

GAO  maps  its  work  priorities  through  an  internal  strategic  planning  process  that 
identifies  research  questions  and  projects  likely  to  make  a  useful  contribution  to 
meeting  vital  congressional  interests  and  needs.  The  GAO  strategic  planning  proc- 
ess is  largely  confidential,  as  is  the  nature  of  the  jobs  GAO  is  starting.  Few  outside 
GAO  are  aware  of  the  strategic  planning  process,  the  resulting  work  plans  in  each 
GAO  issue  area,  and  the  important  role  they  play  not  only  in  GAO's  choice  of  self- 
initiated  work  but  also  in  the  requests  that  Congress  makes  for  work.  GAO  and  con- 
gressional staffs  hold  frequent  discussions  of  issues  and  interests  and  negotiate  re- 
quests for  specific  jobs,  often  based  on  issues  that  GAO  has  identified  as  the  poten- 
tial focus  for  useful  future  work  or  related  to  continuing  streams  of  GAO  work. 

In  the  panel's  view,  the  comptroller  general's  discretion  to  define  important  issues 
and  to  advise  Congress  on  areas  for  audit  and  evaluation  is  important  and  valuable 
for  GAO.  But  a  higher  level  of  openness,  accountability,  and  exchange  of  information 
is  needed;  more  sharing  of  information  on  GAO's  strategic  planning  and  choice  of 
work  can  help  to  resolve  misunderstandings  and  congressional  uneasiness  with  the 
work  GAO  does  and  its  use  of  resources.  "The  panel  recommends  that  GAO  system- 
atically consult  with  congressional  committees,  executive  agencies,  and  experts  in 
each  issue  area,  as  part  of  its  planning  process.  GAO  should  provide  its  summary 
strategic  plan  to  GAO's  oversight  committees  and  distribute  the  plan  in  its  final 
form  to  other  Members  of  Congress,  as  well  as  executive  branch  agencies  and  offi- 
cials. 

Quality  Management  and  Customer  Focus 

GAO  has  taken  an  example  from  the  private  sector  and  TQM  to  "focus  on  the  cus- 
tomer," which  GAO  generally  defines  as  Congress.  Interviews  for  this  study  and 
GAO's  own  1992  survey  of  congressional  staffs  indicate  some  discomfort  in  Congress 
with  GAO's  "customer  focus"  language,  and  some  suspicions  that  GAO  is  becoming 
too  willing  to  tailor  its  work  to  the  interests  of  requesters  and  satisfy  the  Committee 
and  Subcommittee  staffs  who  are  the  major  requesters  and  users  of  GAO  work. 

Approaching  Congress  as  "customer"  has  several  built-in  problems: 

1.  Congress  consists  of  hundreds  of  individuals  with  diverse  and  often  conflicting 
interests.  Therefore,  work  that  might  please  one  committee  or  member  is  un- 
likely to  please  all  the  others. 
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2.  Unlike  the  typical  private  sector  "customer,"  congressional  requesters  do  not 
pay  or  even  perceive  a  cost  for  GAO  work,  and  most  are  not  aware  of  the  costs 
of  the  work  GAO  does  for  them. 

3.  GAO's  credibility  depends  on  its  reputation  for  impartiality,  which  could  be 
damaged  by  an  overemphasis  on  pleasing  any  individual  requester. 

The  panel  recommends  that  GAO  clarify  what  it  means  to  be  "responsive"  to  Con- 
gress while  preserving  objectivity  and  professional  standards  for  audit  and  evalua- 
tion. 

GAO  Work  Processes 

Internal  Design  and  Review  of  GAO  Work 

GAO  work  processes  tend  to  proceed  in  uniform,  hierarchical  patterns  with  inad- 
equate definition  at  the  outset  of  the  objectives,  methods,  and  type  of  work,  and 
cumbersome  review  processes  at  the  end. 

GAO  work  products  include  blue  cover  reports — ranging  from  substantial  "chapter 
reports"  to  shorter  "letter  reports,"  written  briefings,  fact  sheets,  and  correspondence 
issued  in  blue  covers — as  well  as  oral  briefings,  shorter  and  less  formal  correspond- 
ence, and  historical  or  other  factual  series  of  studies  or  guidance.  Despite  the  aiver- 
sity  of  its  tasks,  GAO  tends  to  work  in  uniform  patterns  that  produce  reports  in 
similar  formats.  In  the  panel's  view,  controversies  over  GAO  studies  generally  re- 
flect misunderstandings  of  the  basic  research  objectives  and  different  views  on 
sources  and  methods.  Some  congressional  staffs  do  not  feel  that  GAO  did  the  work 
they  requested.  In  some  cases,  GAO's  methods  do  not  seem  suitable  to  its  conclu- 
sions. 

The  panel  has  several  major  recommendations  on  GAO's  work  processes:  (1)  GAO 
should  develop  clear  "terms  of  reference"  (TORs)  for  each  job  before  it  is  started, 
outlining  the  objectives,  general  methods  and  skills  to  be  applied,  timing  and  esti- 
mated cost;  (2)  at  the  beginning  of  each  job,  GAO  should  form  work  teams  that  rep- 
resent the  full  range  of  skills  and  experience  needed  across  all  organizational  units 
and  levels  at  GAO,  working  collegially  throughout  the  project;  and  (3)  GAO  should 
replace  sequential,  hierarchical  reviews  of  reports  with  concurrent,  interactive  re- 
views, as  well  as  frequent  consultation  and  participation  of  supervisors  and  man- 
agers throughout  the  planning,  research,  and  drafting  process. 

The  panel  sees  developing  terms  of  reference  as  the  most  important  change  from 
the  way  GAO  now  works.  GAO  should  negotiate  these  terms  with  congressional  re- 
questers of  a  project,  if  any,  and  share  them  with  the  agency  subject  to  study.  Terms 
of  reference  for  studies  requested  by  committees  should  be  shared  with  all  commit- 
tee members,  majority  and  minority.  GAO  should  retain  flexibility  to  design  the  spe- 
cific methodology  and  develop  the  research,  but  developments  during  the  course  of 
study  that  require  major  adjustments  in  the  terms  of  reference  should  be  discussed 
with  requesters  and  the  agencies  in  question. 

Agency  Comments 

A  major  cause  of  concern  about  the  objectivity  of  GAO's  work  is  the  way  in  which 
the  results  are  shared  with  agencies  and  interested  Members  of  Congress.  Contrary 
to  GAO's  published  standards  for  government  auditors  (the  "yellow  book") — which 
call  for  comments  from  the  agency  subject  to  audit  and  evaluation — congressional 
requesters  have  increasingly  instructed  GAO  not  to  get  agency  comments  on  its 
draft  reports  and  sometimes  not  even  to  brief  agencies  orally  about  the  results  of 
a  study.  In  some  cases,  this  sets  up  "ambush  hearings"  for  which  neither  executive 
agencies  nor  other  parties  have  substantial  notice. 

Executive  comments  on  GAO  reports  can  serve  several  purposes: 

•  Reduce  the  potential  for  factual  errors  or  misunderstandings; 

•  Reveal  language  that  might  raise  sensitivities  that  GAO  did  not  realize;  and 

•  Contribute  to  greater  cooperation  and  receptivity  to  the  GAO  reports  on  the 
part  of  the  agencies  being  studied,  thus  significantly  increasing  the  possibilities 
of  effective  response  in  the  organization. 

The  panel  recommends  that  GAO  consistently  seek  written  comments  from  sub- 
ject agencies  on  all  reports  that  audit  or  evaluate  executive  activities,  with  a  30- 
day  limit  for  responses,  and  potential  extension  to  a  total  of  60  days  in  special  cir- 
cumstances. 

Performance  Indicators 

GAO  emphasizes  process  not  only  in  its  recommendations  but  also  in  its  tracking 
systems  and  its  indicators  of  its  own  performance  and  accomplishments.  The  panel 
recommends  that  GAO  revise  its  performance  indicators,  to  reduce  emphasis  on 
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process  and  inputs  and  focus  on  measures  of  the  outcomes  and  impacts  of  its  work. 
GAO's  performance  indicators  should  include  not  only  estimates  of  net  savings  but 
also  associated  improvements  in  the  efficiency  and  effectiveness  of  programs.  GAO 
should  also  increase  its  internal  resoxu-ces  and  capacity  to  analyze  the  costs  and 
budget  impacts  of  its  recommendations,  as  well  as  to  assess  agency  cost  accounting 
and  performance  measurement  systems. 

External  Peer  Review 

GAO  should  establish  and  budget  for  external  peer  review  of  its  completed  work 
on  a  continuing  basis.  The  volume  and  diversity  of  GAO  work  are  not  compatible 
with  formal  review  before  jobs  start  or  as  part  of  the  report  review  process.  GAO, 
however,  should  work  with  professional  associations  and  other  experts  to  organize 
a  process  for  having  specialized  panels  of  objective  peers  from  outside  GAO  assess 
and  report  on  samples  of  completed  GAO  work,  covering  several  selected  categories 
each  year. 

GAO  Functions  and  Work  Products 

The  nature  of  GAO  work  has  evolved  over  the  past  30  years,  resulting  in  less  em- 
phasis on  audits,  particularly  financial  audits,  and  increased  resources  directed  to 
program-  and  policy-related  work.  The  quality,  usefulness,  and  importance  of  GAO's 
work  products  are  uneven.  The  panel  also  found  lack  of  clarity  in  the  objectives  of 
individual  GAO  reports  eind  the  standards  or  criteria  for  making  findings  and  rec- 
ommendations. Overemphasis  on  procedural  controls  still  prevaifa  in  many  studies. 

Categories  of  GAO  Work 

GAO  currently  undertakes  six  principal  categories  of  work:  (1)  financial  audits; 
(2)  economy  and  efficiency  audits  (including  non-financial  compliance  audits);  (3) 
program  evaluation;  (4)  policy  analysis  and  policy  development;  (5)  management 
studies;  and  (6)  special  investigations.  These  categories  are  not  sharply  defined  and 
elements  of  several  categories  are  frequently  mixed  in  a  single  GAO  study.  Partly 
as  a  consequence,  a  job  may  lack  clear  objectives  at  the  outset  in  conflict  with  the 
"yellow  book"  standards  that  GAO  prepares  eis  a  guide  for  federal.  State  and  local 
government  auditors. 

The  panel  recommends  that  GAO  develop  clearer  definitions,  objectives,  and 
standards  for  all  the  categories  of  work  it  performs;  strengthen  results-oriented  as- 
sessment of  government  activities  (particularly  in  the  category  of  program  evalua- 
tion); continue  to  strengthen  its  capacity  to  audit  and  advise  agencies  on  systems 
and  standards  for  financial  and  information  management;  include  substantially 
greater  cost  analysis  in  its  work  in  audit,  evaluation,  and  policy  analysis;  base  its 
policy  analysis  and  policy  development  on  fact-based  audit  and  evaluation;  and  re- 
strict recommendations  for  added  oversight  and  control  that  are  not  based  on  a 
demonstration  of  expected  net  benefits. 

GAO's  special  investigations  work  (which  seeks  to  identify  criminal  behavior  in 
government)  should  be  kept  separate  and  distinct  fix)m  audit,  evaluation,  and  man- 
agement analysis  done  by  issue  area  staffs.  The  panel  recommends  that  congres- 
sional oversight  committees  work  with  GAO  to  develop  clear  standards  for  GAO  in- 
vestigative work  and  guidelines  for  referring  requests  for  investigations  to  federal 
law  enforcement  agencies. 

General  Management  Reviews  and  Related  Work 

GAO  is  at  a  crossroads  in  its  management  work.  It  has  developed  a  cooperative, 
consultative  approach  to  conducting  general  management  reviews  and  providing 
technical  assistance  to  agency  leadership  on  s}rstems  improvements,  which  many 
agencies  have  found  constructive.  The  panel  finds  inconsistencies  between  the  atti- 
tudes and  approaches  involved  in  process-oriented,  adversarial  audits  and  the  skills 
and  relationships  needed  for  GAO  to  play  a  potentially  growing  role  in  providing 
general  management  analysis  and  technical  assistance  to  executive  agencies,  with 
the  support  of  Congress. 

The  research  done  for  this  study  shows  that  adversarial  relationships  between 
auditor/evaluator  and  agency  or  program  management  seldom  lead  to  productive 
general  management  improvements.  Aggressive  oversight  can  identify,  expose,  and 
punish  mismanagement  that  violates  law — a  legitimate  fimction,  within  limits — but 
it  historically  does  not  improve  management  in  the  long  term.  Providing  effective 
review  and  technical  assistance  to  agency  management  usually  involves  a  coopera- 
tive relationship  with  executives  responsible  for  management  change. 

The  panel  recommends  that  GAO  launch  a  major  internal  training  process  to  con- 
vey the  lessons  learned  from  its  general  management  studies  throughout  its  own 
issue  area  staffs  to  bring  those  lessons  to  bear  on  all  audit  and  evaluation  activities. 
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It  should  continue  this  area  of  work  and  build  the  lessons  into  the  whole  range  of 
GAO  work.  To  fulfill  its  statutory  role  under  the  Government  Performance  and  Re- 
sults Act  of  1993,  GAO  should  work  cooperatively  with  0MB,  executive  agencies, 
and  oversight  committees,  not  to  audit  but  to  record  the  experiences  in  pilot  projects 
under  the  act,  in  a  non-adversarial  context,  in  order  to  make  a  methodologically 
sound  evaluation  of  the  implementation  of  the  law  as  required  in  1997. 

Congress  and  GAO 

While  the  panel  found  no  evidence  of  deliberate  partisan  bias  in  GAO  work.  Con- 
gress has  increasingly  embroiled  GAO  in  political  and  policy  controversy,  threaten- 
ing its  impartial  role  and  institutional  standing.  Increasingly  adversarial  relation- 
ships between  congressional  and  executive  entities  in-the  last  20  years  and  intra- 
Congress  rivalries  make  it  hard  for  GAO  to  produce  objective  work  and  to  be  per- 
ceived as  doing  so.  Any  use  of  GAO  that  erodes  perceptions  of  its  fairness  and  objec- 
tivity reduces  its  usefulness. 

The  way  Congress  uses  GAO  largely  determines  GAO's  continued  value  as  an  in- 
stitution. Congressional  views  of  GAO's  mission  vary  widely:  some  see  it  as  an  inde- 
pendent audit  agency;  others  treat  it  as  a  servant  of  Congress  and  an  infinitely 
flexible  addition  to  congressional  staff  resources.  The  demand  for  GAO  work  always 
exceeds  the  capacity  and  resources  of  GAO,  particularly  if  GAO  is  to  produce  timely, 
high  quality  results.  The  result  is  a  considerable  variation  in  the  time  GAO  can  de- 
vote to,  and  the  quality  of  work  GAO  can  produce  for,  different  jobs. 

Congressional  Requests 

Requests  from  congressional  committees  and  subcommittees  and  individual  mem- 
bers for  GAO  jobs  have  increased  dramatically  in  number  and  scope,  while  GAO 
budgeted  staff  remained  stable  for  a  decade  and  declined  10  percent  from  1992  to 
1994.  In  fiscal  year  1993,  80  percent  of  GAO  staff-years  of  work  were  devoted  to 
fulfilling  congressional  requests  or  mandates  and  the  other  20  percent  was  for  self- 
initiated  work,  which  falls  under  the  name  "basic  legislative  responsibilities"  at 
GAO.  This  represents  a  sizable  decline  in  self-initiated  work  from  a  decade  earlier, 
when  self-initiated  work  took  53  percent  of  GAO  staff  time. 

The  degree  of  actual  change  is  not  clear,  however,  because  a  large  proportion  of 
congressional  requests  involve  continuing  streams  of  work  in  the  GAO  issue  areas 
or  reflect  GAO  priorities  raised  in  its  internal  strategic  planning  process.  Many  com- 
mittee staff  members  are  satisfied  v/ith  the  way  GAO  projects  are  developed,  al- 
though some  are  uneasy  with  having  GAO  spend  so  much  of  its  time  fulfilling  con- 
gressional requests  and  others  would  prefer  that  GAO  not  shape  so  much  of  its  own 
work. 

As  much  as  possible,  congressional  requesters  of  GAO  work  should  create  a  non- 
partisan environment  in  which  GAO  can  function.  They  should  not  assign  to  GAO 
report  topics  and  research  questions  that  would  place  GAO  in  the  midst  of  value- 
based  debates  and  political  controversies.  Also,  congressional  requesters  should  ex- 
pand their  focus  from  immediate  shortcomings  of  programs  and  agencies  (the 
"gotcha"  approach)  to  efforts  to  develop  systems  that  will  generate  better  manage- 
ment, timely  and  accurate  information,  and  comprehensive  program  evaluation  on 
a  sustainable  basis. 

Detailees 

An  issue  of  continuing  congressional  controversy  is  the  assignment  of  GAO  staff 
to  committee  staffs  as  detailees.  Detailees  have  been  heavily  concentrated  in  some 
committees  and  subcommittees,  mainly  serving  the  chair  and  working  with  the  ma- 
jority staff.  Sometimes,  detail  assignments  have  continued  substantially  longer  than 
the  official  1-year  limit.  In  the  last  year,  GAO  has  committed  to  following  the  1- 
year  limit  on  detail  assignments  and  has  cut  the  number  of  detailees  by  half  The 
panel  recommends  that  GAO  strictly  follow  the  1-year  limit  and  that  GAO  publish 
an  annual  report  of  the  numbers,  length  and  scope  of  detail  assignments. 

Oversight  and  Reauthorization 

GAO's  congressional  oversight  committees  need  to  do  more  regular,  continuing 
oversight  of  GAO.  A  requirement  for  periodic  reauthorization  of  GAO,  however, 
could  threaten  GAO's  ability  to  perform  its  mission  as  objective  audit  and  evaluation 
agency. 

The  panel  believes  strongly  that  the  Senate  Committee  on  Grovemmental  Affairs 
and  the  House  Committee  on  Government  Operations  should  provide  continuing, 
systematic  oversight  of  GAO.  Congress  can  change  GAO's  authorizing  statute  at  any 
time  and  affect  GAO  activities  through  work  requests  and  annual  appropriations. 
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The  December  1993  reports  of  the  Senate  and  House  Members  of  the  Joint  Com- 
mittee on  the  Organization  of  Congress  recommended  replacing  GAO's  permanent 
authorization  with  a  required  reauthorization  every  8  years.  Most  panel  members 
are  concerned  that  a  requirement  for  periodic  reauthorization  would  put  political 
pressures  on  GAO  during  every  reauthorization  cycle  that  run  counter  to  the  inter- 
est of  Congress  in  ensuring  objectivity  and  credibility  of  the  central  audit  and  eval- 
uation agency. 

Attachment  II 

Background  on  NAPA  Panel  and  Project  Director 

Alan  K.  Campbell,  chair  of  the  NAPA  panel,  was  most  recently  chair  of  the  legis- 
lative-presidential Commission  on  the  Social  Security  "Notch"  Issue,  which  reported 
to  Congress  and  the  President  in  December  1994.  Mr.  Campbell  was  the  first  direc- 
tor of  the  U.S.  Office  of  Personnel  Management  and  chairman  of  its  predecessor  or- 
ganization, the  U.S.  Civil  Service  Commission.  He  is  former  dean  and  professor  at 
the  Maxwell  School  of  Citizenship  and  Public  Affairs  of  Syracuse  University,  and 
also  served  as  Executive  Vice  President  and  Vice  Chairman  of  ARAMARK,  and  vis- 
iting executive  professor  at  the  Wharton  School  of  the  University  of  Pennsylvania. 
He  has  led  and  participated  in  several  notable  research  projects  and  other  activities 
of  the  Academy. 

Annmarie  Walsh,  project  director  for  the  NAPA  study,  is  the  Luther  Gulick  Dis- 
tinguished Scholar  in  Residence  at  the  Institute  of  Public  Administration  in  New 
York  City,  and  former  President  of  IPA,  as  well  as  former  director  of  the  Center 
for  Urban  and  Policy  Studies  of  the  City  University  of  New  York  Graduate  School. 
Ms.  Walsh  has  also  participated  in  several  major  research  projects  at  the  Academy 
and  is  currently  leading  a  number  of  public  administration  research  and  advisory 
services  in  central  and  eastern  Europe. 

Vice  chair  of  the  panel  was  Peter  Szanton,  who  is  also  a  Fellow  of  the  Academy 
and  a  member  of  the  Academy  Board  of  Trustees,  former  Associate  Director  of  the 
U.S.  Office  of  Management  and  Budget,  former  President  of  Rand  Institute-New 
York  City,  and  currently  President  of  Szanton  Associates,  specializing  in  organiza- 
tional strategic  planning.  Mr.  Szanton  is  also  a  member  of  the  NAPA  Board  of 
Trustees  and  chair  of  its  Program  Committee. 

The  panel  had  11  other  distinguished  members: 

Norman  A.  Bolz — Former  Vice  Chairman,  International  Operation,  Coopers  & 
Lybrand,  with  40  years  experience  in  audit,  tax,  management  and  administration; 
currently  Director  and  Chairman  of  Audit  Committee  for  Computervision,  Inc.,  and 
Intersolv,  Inc.;  former  Associate  Commissioner  for  Policy  and  Management,  Internal 
Revenue  Service,  U.S.  Treasury  Department;  former  Director  of  Finance  and  Admin- 
istration. Special  Olympics  International,  Inc.;  and  President  American/Saudi  Ara- 
bian Business  Roundtable. 

Margaret  ("Peggy")  Crenshaw — Special  assistant  to  chairman,  U.S.  Postal  Rate 
Commission;  former  counsel  and  staff  director  for  the  Democratic  minority.  Senate 
Governmental  Affairs  Committee;  publisher  of  Employee  Benefits  Review. 

William  Frenzel — Former  Republican  Congressman  from  Minnesota,  now  Guest 
Scholar  in  Governmental  Studies,  The  Brookings  Institution. 

Edie  N.  Goldenberg — Dean,  College  of  Literature,  Science  and  the  Arts,  Univer- 
sity of  Michigan;  Professor  of  Political  Science  and  Public  Policy  and  former  Director 
of  the  Institute  of  Public  Policy  Studies,  University  of  Michigan;  former  Chief,  Civil 
Service  Reform  Evaluation  Management  Division,  U.S.  Office  of  Personnel  Manage- 
ment. NAPA  Fellow. 

Richard  L.  Lawson — President,  National  Coal  Association;  retired  four-star  gen- 
eral of  the  U.S.  Air  Force,  including  service  as  deputy  commander-in-chief  of  U.S. 
European  Command,  director  of  plans  and  policy  for  the  Joint  Chiefs  of  Staff  and 
military  assistant  to  the  President. 

Thomas  E.  Mann — Director  of  Governmental  Studies  and  W.  Averill  Harriman 
Senior  Fellow  in  American  Governance,  The  Brookings  Institution;  former  Executive 
Director,  American  Political  Science  Association.  NAPA  Fellow. 

Charles  McC.  Mathias,  Jr. — Former  Republican  Senator  from  Maryland;  currently 
partner  in  Jones,  Day,  Reavis  and  Pogue  in  Washington,  DC. 

C.  Thomas  McMillen — Former  Democratic  Congressman  from  Maryland;  currently 
Director  of  CliniCorp,  Inc.,  West  Palm  Beach,  Florida. 

Chester  A.  Newland — Duggan  Distinguished  Professor  of  Public  Administration, 
University  of  Southern  California,  Sacramento  and  Washington,  D.C.;  past  editor- 
in-chief.  Public  Administration  Review;  former  Director,  Federal  Executive  Institute. 
NAPA  Fellow. 
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Constance  Berry  Newman — Under  Secretary,  Smithsonian  Institution;  former  Di- 
rector, U.S.  Office  of  Personnel  Management;  former  President,  Institute  for  Amer- 
ican Business.  NAPA  Fellow. 

Roger  B.  Porter — Professor  of  Government  and  Business,  Kennedy  School  of  Gov- 
ernment, Harvard  University;  formerly  Assistant  to  the  President  for  Economic  and 
Domestic  Policy,  Executive  Secretary,  Economic  Policy  Council  £ind  Cabinet  Council 
on  Economic  Affairs.  NAPA  Fellow. 


PREPARED  STATEMENT  OF  CHARLES  A.  BOWSHER 

We  are  pleased  to  be  here  today  to  discuss  the  future  direction  of  the  General  Ac- 
counting Office  (GAO).  We  believe  that  periodic  congressional  oversight  is  critical 
to  the  effective  operation  of  any  federal  agency,  including  GAO. 

We  are  proud  of  GAO's  long  tradition  of  service  to  the  Congress,  the  contribution 
we  have  made  to  improving  government  operations,  and  the  billions  of  dollars  in  fi- 
nancial benefits  achieved  by  Congress  and  the  executive  branch  as  a  result  of  our 
work.  Our  mission  is  to  achieve  honest,  efficient  management  and  full  accountability 
throughout  government.  We  serve  the  public  interest  by  providing  Members  of  Con- 
gress and  others  who  make  policy  with  accurate  information,  unbiased  analysis,  and 
objective  recommendations  on  how  to  use  public  resources  in  support  of  the  security 
and  well-being  of  the  American  people. 

While  we  take  pride  in  our  accomplishments,  we  also  recognize  that  our  history 
is  one  of  continual  change,  improvement  and  adaptation  to  the  emerging  needs  of 
the  Congress  In  that  regard,  GAO  has  a  number  of  changes  underway,  many  of 
which  are  consistent  with  the  recommendations  made  in  the  report  to  this  Commit- 
tee by  the  National  Academy  of  Public  Administration  (NAPA).  We  are  pleased  that 
NAPA  recognized  that  GAO's  statutory  foundations  are  sound  and  that  it  found  no 
evidence  that  GAO  has  been  steering  its  research  toward  satisfying  particular  policy 
or  partisan  interests.  Achieving  and  maintaining  objectivity  has  always  been  a  foun- 
dation for  GAO  work. 

Both  GAO  and  the  Bureau  of  the  Budget  (now  the  Office  of  Management  and 
Budget)  were  created  in  1921,  the  outgrowth  of  efforts  at  that  time  to  modernize 
federal  budgeting  and  accounting  practices  after  World  War  I.  In  return  for  creation 
of  the  Budget  Bureau,  which  centralized  budget  authority  of  the  executive  branch 
in  the  Office  of  the  President,  Congress  insisted  upon  creation  of  GAO  within  the 
legislative  branch  to  monitor  and  audit  federal  expenditures. 

Central  to  the  ability  of  GAO  to  effectively  carry  out  its  mission  over  the  past  74 
years  has  been  the  nonpartisan  nature  of  the  organization — reflected  most  impor- 
tantly in  the  15-year  term  of  the  Comptroller  General  and  the  career  civil  service 
status  afforded  its  staff.  To  effectively  be  the  nation's  auditor,  GAO  staff  must  have 
the  independence  necessary  to  report  the  facts,  without  fear  of  political  retribution. 
GAO's  ability  to  do  this  consistently  over  the  past  decades  has  served  the  Congress 
and  the  taxpayers  well. 

In  fact,  insuring  GAO's  independence  and  credibility  were  primary  considerations 
in  GAO's  creation  by  the  Congress.  The  Budget  and  Accounting  Act  of  1921  was 
drafted  to  severely  limit  the  extent  to  which  GAO  could  be  subject  to  partisan  politi- 
cal pressure.  This  is  apparent  not  only  in  the  Act's  provisions  regarding  the  Office 
of  the  Comptroller  (general,  but  also  in  the  debate  prior  to  the  Act's  passage.  Rep- 
resentative Grood  (R-Iowa),  a  principal  sponsor  of  GAO's  original  authorizing  legisla- 
tion, articulated  this  theme  during  floor  debate. 

"In  creating  the  general  accounting  office  and  providing  for  the  comptrol- 
ler general  and  the  assistant  comptroller  general,  the  Committee  was  guid- 
ed by  a  single  thought,  and  that  was  that  these  two  officers  should  be 
placed  upon  a  plane  somewhat  comparable  to  the  position  occupied  by  Fed- 
eral judges.  The  positions  are  semijudicial,  and  it  was  the  opinion  of  the 
Committee  that  we  should  remove  them  as  far  as  possible  from  political 
considerations."  59  Cong.  Rec.  8610(1920) 

The  Committee  intended,  "that  the  Comptroller  General  should  be  something  more 
than  a  bookkeeper  or  accountant;  that  he  should  be  a  real  critic."  (61  Cong.  Rec. 
1090  (1921).  To  ensure  that  result,  the  Comptroller  General  was  given  a  15-year 
term,  during  which  he  is  removable  only  by  impeachment  or,  for  cause,  by  joint  res- 
olution. 
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GAO's  History  is  One  of  Constant  Change  and  Improvement 

In  the  1920's  and  1930's,  in  an  era  of  limited  government,  GAO  served  the  Con- 
gress primarily  by  auditing  vouchers  of  the  government  to  make  certain  that  federal 
payments  were  correct.  But  just  as  Congress  adapted  to  an  increasingly  complex 
world  as  the  decades  passed,  so  GAO  changed  to  help  Congress  grapple  with  more 
difficult  and  complex  issues. 

The  modern  era  for  GAO  began  after  World  War  II.  Key  to  changing  the  GAO 
was  passage  of  the  Budget  and  Accounting  Procedures  Act  of  1950,  which  author- 
ized GAO  to  review  federal  agency  accounting  procedures  and  controls  in  lieu  of 
checking  thousands  of  ledger  accounts.  Out  of  this  change  grew  the  development  of 
the  comprehensive  audit  approach — a  way  to  determine  how  well  each  federal  agen- 
cy carried  out  its  financial  responsibilities. 

In  1966,  Elmer  Staats,  who  had  served  in  the  administration  of  four  presidents 
as  Deputy  Director  of  the  Bureau  of  the  Budget,  became  the  Comptroller  General. 
Under  his  leadership,  GAO  began  to  move  into  the  area  of  program  evaluation  to 
determine  whether  government  funds  were  spent  efficiently  and  whether  federal 
programs  were  effective. 

To  deal  with  these  complex  issues,  GAO  today  is  staffed  with  well  trained  special- 
ists in  many  disciplines — accountants,  computer  scientists,  public  administrators, 
business  school  graduates,  engineers,  statisticians,  lawyers,  economists,  and  others. 

At  this  year's  authorized  staff  level  of  4,700,  GAO  is  about  the  same  size  as  it 
was  in  1963,  when  the  federal  budget  was  just  approaching  $100  billion  for  the  first 
time.  The  federal  budget  today  is  more  than  $1.5  trillion,  a  15-fold  increase,  and 
many  agencies  audited  by  GAO  have  grown  several  times  over  since  the  early 
1960's.  GAO  has  worked  hard  to  keep  pace  with  the  increasing  demands  placed 
upon  it  in  those  intervening  years.  By  continually  working  to  increase  productivity, 
to  take  advantage  of  modern  technology,  and  to  improve  the  skills  and  expertise  of 
its  staff,  GAO  has  been  able  to  keep  pace  with  the  added  requirements  and  respon- 
sibilities that  it  now  faces  as  a  result  of  the  growth  in  size  and  complexity  of  the 
federal  government.  GAO's  productivity  doubled  between  1983  and  1992. 

And  we  are  proud  of  the  results  of  our  efforts.  Although  total  audit  coverage  has 
never  been  possible,  we  have  contributed  significantly  over  the  years  to  saving  bil- 
lions of  dollars  for  the  American  taxpayer.  Since  1981,  GAO's  work  has  resulted  in 
more  than  $200  billion  in  measurable  financial  benefits. 

In  1994  alone,  GAO  contributed  to  legislative  and  executive  branch  decisions  and 
actions  that  resulted  in  more  than  $19  billion  in  measurable  financial  benefits.  GAO 
thus  generated  $43  dollars  in  financial  benefits  for  every  dollar  appropriated. 

Our  goal  is  to  continue  that  trend.  GAO's  efforts  are  designed  to  help  the  Con- 
gress produce  a  smaller,  more  effective  and  efficient  government,  in  both  the  audit 
work  it  completes  and  in  the  way  it  manages  its  own  operations.  The  plan  I  have 
submitted  to  the  Congress  to  reduce  our  staffmg  level  to  3,975  by  1997  (a  25  percent 
reduction  over  5  years)  would  result  in  recurring  payroll  savings  of  $130  million 
each  year  while  still  enabling  GAO  to  effectively  fulfill  its  mission.  GAO  will  thus 
be  at  the  lowest  staff  level  since  before  World  War  II.  The  House  Budget  Committee 
suggestion  of  a  15  percent  reduction  in  our  budget  next  year  is  based  on  our  plan 
to  downsize  GAO  by  25  percent.  But,  this  plan  would  increase  the  pace  of  our 
downsizing  effort  and  we  are  examining  how  we  would  absorb  a  reduction  of  that 
size. 

Critical  to  our  ability  to  successfully  accomplish  this  reduction  is  our  continuous 
improvement  effort  that  has  enabled  us  to  focus  on  reengineering  our  job  manage- 
ment processes  and  use  enhanced  technology  to  improve  to  the  way  we  do  the  work. 
We  are  tracking  these  efforts  and  implementing  ways  to  measure  progress  in  terms 
of  time  and  cost  reductions  and  productivity  improvements. 

While  GAO  is  willing  to  become  smaller,  the  pace  at  which  that  happens  must 
not  cripple  GAO's  audit  and  investigatory  responsibilities  and  capabilities.  A  pre- 
cipitous cut  would  jeopardize  billions  of  dollars  of  financial  benefits  that  flow  from 
GAO's  work  each  year.  Significant  staff  disruptions  would  occur,  resulting  in  loss 
of  expertise  and  disruptions  to  ongoing  work  that  could  last  up  to  IV2  years.  No  gov- 
ernment organization  I  am  familiar  with  has  been  able  to  absorb  a  25  percent  cut 
in  its  operating  budget  in  1  year,  especially  when  between  75  and  80  percent  of  its 
budget  goes  for  salaries  and  expenses  as  does  GAO's,  and  still  maintain  its  capacity 
to  deliver  quality  products.  GAO  is  not  an  exception. 

Our  assistance  to  the  Committees  of  the  104th  Congress  reflects  how  we  contin- 
ually seek  to  fulfill  our  mission  of  supporting  the  oversight  and  legislative  needs  of 
the  Congress.  Since  January  1995,  about  90  percent  of  all  new  request  work  we 
have  started  has  been  for  the  majority.  This  work  includes  helping  target  budget 
reductions,  proposals  for  civil  service  reform  and  downsizing  government,  privatiza- 


80 

tion  of  the  FAA  and  other  programs,  and  welfare  reform.  Between  January  and 
early  March  of  this  year,  we  had  already  testified  over  70  times.  GAO's  audit  and 
investigatory  expertise  needed  to  support  these  and  other  efforts  would  be  seriously 
jeopardized  if  we  were  to  lose  staff  with  specialized  skills  and  knowledge  of  ongoing 
federal  programs  because  of  precipitous  budget  reductions. 

Benefits  of  GAO  Work 

GAO  is  prepared  to  follow  the  federal  dollar  wherever  it  goes.  We  have  authority 
to  obtain  and  analyze  federal  records  across  the  scope  of  government  and  maintain 
field  offices  across  the  country  to  facilitate  the  gathering  and  verification  of  informa- 
tion. The  benefits  for  the  Congress  from  GAO's  work,  as  result  of  this  mission  and 
structure  are  illustrated  below. 

GAO  audits  held  assure  a  more  efficient  and  cost-effective  government 

Each  year  GAO's  work  leads  to  legislative  and  executive  actions  that  provide  fi- 
nancial savings  and  other  benefits  of  several  billion  dollars.  In  1994,  for  example, 
Congress  acted  to  limit  special  tax  incentives  for  corporations  operating  in  U.S.  pos- 
sessions after  GAO  found  that  a  disproportionate  share  of  these  incentives  go  to 
companies  that  generate  relatively  few  jobs.  In  another  example,  the  Congress  acted 
in  response  to  GAO  work  when  it  terminated  NASA's  Advanced  Solid  Rocket  Motor 
program  in  1994.  The  cost  of  the  program  had  doubled  while  an  existing  motor  was 
performing  safely  and  reliably. 

Work  currently  underway  since  the  beginning  of  the  new  Congress  is  designed  to 
achieve  similar  results.  For  example,  at  this  Committee's  request,  GAO  is  undertak- 
ing a  comprehensive  effort  to  help  develop  a  "blueprint  for  reform,"  to  rightsize  the 
federal  government  under  a  balanced  budget  and  improve  the  federal  civil  service 
system.  GAO  is  assisting  the  Senate  Appropriations  Committee  examine  long-stand- 
ing and  costly  problems  facing  HUD.  These  include  mortgage  loan  defaults,  billions 
of  dollars  in  backlogged  housing  rehabilitation  needs,  and  spiraling  costs  of  provid- 
ing housing  subsidies  to  lower-income  families. 

GAO  has  also  been  developing  information  to  assist  Committees  deal  with  the 
proliferation  of  scores  of  duplicate  employment  training  programs  and  is  closely 
monitoring  IRS'  efforts  to  quickly  and  accurately  process  tax  returns.  As  a  follow- 
up  to  legislation  streamlining  the  federal  acquisition  process,  GAO  has  reviews  un- 
derway to  assess  progress  in  reducing  the  acquisition  workforce  and  accelerating  ac- 
quisitions. 

GAO  audits  expose  waste,  fraud,  abuse  and  mismanagement 

After  the  scandal  at  HUD  in  the  late  1980's,  GAO  developed  a  list  of  "high  risk" 
programs  it  continues  to  monitor  for  waste,  fraud,  abuse  and  mismanagement. 
GAO's  work  on  unneeded  inventory  at  DOD,  for  example,  has  highlighted  the  waste 
associated  with  DOD's  estimate  of  $36  billion  in  supplies  that  are  not  needed  to  sat- 
isfy current  operations  or  war  reserves,  as  well  as  the  cost  and  burden  associated 
with  storing  and  managing  that  inventory.  GAO  has  reviewed  such  wasteful  prac- 
tices as  Medicare's  reimbursement  of  physical  therapy  billed  at  as  much  as  $600  an 
hour,  even  though  therapists'  salaries  are  as  little  as  $20  to  $35  an  hour. 

Among  GAO's  continuing  efforts  in  this  area  is  work  to  ensure  better  collection 
efforts  at  the  IRS,  where  filing  fraud  is  a  growing  concern,  and  efforts  to  minimize 
defaults  in  federal  loan  programs,  where  loss  exposure  runs  into  the  billions  of  dol- 
lars from  student  assistance  and  Farmers  Home  Administration  loans. 

GAO  expertise  can  held  target  reductions  to  reduce  the  federal  deficit 

One  of  the  major  challenges  facing  Congress  is  how  to  cut  federal  spending  by  a 
cumulative  $1  trillion  or  more  over  the  next  6  years.  Each  year  GAO  works  with 
the  Appropriations  committees  to  find  potential  savings  from  the  Administration's 
proposed  budget,  and  typically  finds  as  much  as  a  billion  in  savings.  This  year  is 
no  exception.  GAO  has  done  extensive  work  for  the  House  Appropriations  Commit- 
tee and  its  subcommittees  to  help  them  identify  areas  that  could  be  cut. 

Issues  currently  being  reviewed  by  GAO  range  from  examining  ways  to  enhance 
controls  and  reduce  wasteful  spending  in  the  Medicare  program,  to  helping  identify 
agriculture  commodity  programs  that  could  be  modified  to  save  money,  to  identify- 
ing ways  to  reduce  program  costs  for  the  multi-billion  dollar  C-17  cargo  plane  and 
the  $7  billion  Earth  Orbiting  System.  Two  weeks  ago  we  issued  our  report  to  Con- 
gress that  identified  options  that  could  be  used  to  reduce  the  deficit.  That  report, 
"Assessing  the  Deficit:  Budgetary  Implications  of  Selected  GAO  Work  for  Fiscal  Year 
1996,"  presents  120  options  that  we  have  discussed  with  the  Budget  Committees  of 
the  Senate  and  House,  as  well  as  Appropriations  Committees  in  both  chambers. 
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GAO  audits  improve  accountability  through  better  financial  and  information  man- 
agement 

GAO,  long  an  advocate  of  financial  management  reform  for  the  federal  govern- 
ment, worked  with  bipartisan  congressional  leaders  to  draft  the  Chief  Financial  Of- 
ficers (CFO)  Act,  a  law  that  now  requires  major  federal  agencies  for  the  first  time 
to  prepare  financial  statements  and  undergo  annual  financial  audits.  The  CFO  Act 
was  passed  after  GAO  audits  found  that  federal  agencies  cannot  account  for  tens 
of  billions  of  dollars,  that  books  cannot  be  balanced,  and  that  lack  of  accountability 
had  led  to  billions  of  dollars  in  waste,  fraud,  abuse  and  mismanagement. 

GAO  has  a  continuing  responsibility  to  monitor  progress  made  by  agencies  in  im- 
plementing the  new  law.  Beginning  in  1997,  GAO  is  also  charged  with  auditing  the 
new  consolidated  financial  report  that  will  show  Congress  and  the  American  tax- 
payers the  status  of  federal  finances  each  year. 

Information  gleaned  from  the  CFO  audit  process  will  also  contribute  to  successful 
implementation  of  another  new  law,  first  proposed  by  the  Chairman  of  this  Commit- 
tee, The  Government  Performance  and  Results  Act.  Besides  the  resources  devoted 
to  the  CFO  and  GPRA  laws,  GAO  is  committed  to  improvements  in  information 
management  throughout  the  federal  government. 

The  federal  government  now  spends  about  $25  billion  each  year  on  information 
technology.  Billions  have  been  wasted  in  abortive  start-and-stop  efforts  to  modernize 
government  computer  systems.  Preventing  further  waste  and  assuring  efficient  and 
cost-effective  computer  modernization  efforts  are  essential. 

GAO  evaluations  identify  trends  with  fiscal,  budgetary  or  oversight  consequences  for 
the  government 

GAO  was  among  the  first  organizations,  public  or  private,  to  warn  that  the  na- 
tion's savings  and  loan  industry  faced  collapse  and  that  the  Federal  Deposit  Insur- 
ance Corporation  was  rapidly  approaching  insolvency — developments  that  ultimately 
led  to  the  most  expensive  federal  bailout  in  American  history. 

Months  before  Orange  County,  California,  declared  bankruptcy  after  officials  in- 
vested public  funds  in  risky  financial  instruments  known  as  derivatives,  GAO  had 
issued  a  major  report  alerting  Congress  to  weakness  in  the  regulation  of  these  prod- 
ucts. 

From  an  outdated  federal  food  inspection  system  to  the  crumbling  financial  condi- 
tion of  the  District  of  Columbia,  from  cost  overruns  in  major  weapons  systems  to 
the  deterioration  of  the  nation's  plants  that  produce  nuclear  weapons,  GAO  has  is- 
sued major  reports  to  alert  Members  of  Congress  and  other  policy  makers  to  crises 
in  the  making. 

GAO  believes  one  of  its  priorities  must  always  be  the  identification  of  trends  that 
could  pose  major  problems  for  the  government.  With  a  multi-disciplinary  staff  and 
with  access  to  financial  and  other  records  throughout  the  federal  government,  no 
other  agency  is  as  well  placed  as  GAO  to  be  the  eyes  and  ears  of  Congress. 

Currently,  there  are  several  possible  developments  that  could  pose  future  prob- 
lems of  major  consequences.  GAO  is  working  on  them  now,  in  close  consultation 
with  the  key  congressional  committees  responsible  for  the  areas.  For  example, 

•  Disability  insurance  or  Supplemental  Security  Income  now  costs  about  $60  bil- 
lion— a  140  percent  increase  over  the  $25  billion  spent  on  these  programs  10 
years  ago.  GAO  is  working  with  congressional  committees  to  suggest  ways  to 
target  disability  programs  to  bring  mushrooming  costs  under  control. 

•  A  trend  has  emerged  in  which  the  Pentagon  plans  for  more  programs  than  it 
will  be  able  to  afford.  With  diminishing  resources,  this  leads  to  program  insta- 
bility, stretched-out  procurement  of  weapons  systems  at  extra  cost,  and  other 
problems.  GAO  is  working  with  congressional  committees  to  identify  ways  to  re- 
allocate funds  to  better  balance  the  need  for  a  strong  national  defense  while  at 
the  same  time  holding  down  the  cost  of  defense  spending. 

•  The  Energy  Department's  program  to  store  and  dispose  of  spent  radioactive  fuel 
from  civilian  nuclear  power  plants  has  reached  the  crisis  stage.  GAO  is  working 
with  the  Congress  to  assess  options  to  deal  with  this  waste  disposal  problem. 

Nature  of  GAO's  Work 

As  you  can  see  from  the  above  examples,  the  nature  of  work  we  do  is  planned 
to  achieve  one  key  objective — support  the  oversight  and  legislative  needs  of  Con- 
gress. I  want  to  reiterate  that  our  work  is  audit  and  evaluation.  It  is  fact-based. 
GAO  is  often  asked  by  congressional  committees  to  provide  information  on  policy  is- 
sues before  the  Congress,  such  as  work  we  are  currently  doing  for  the  Senate  Agri- 
culture Committee  to  assess  aspects  of  programs  it  will  consider  when  the  farm  bill 
is  up  for  renewal.  We  expect  all  reports  resulting  from  such  requests  to  be  based 
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on  objective  facts  and  analysis.  The  testimonies  we  give  each  year  are  all  grounded 
in  our  audit  work  and  the  facts  and  information  we  have  developed  as  a  result  of 
our  ability  to  examine,  in  detail,  the  records  of  agencies  and  entities  associated  with 
the  receipt  and  expenditure  of  federal  dollars. 

Let  me  reemphasize  that  certain  fundamental  principles  guide  GAO  in  dealing 
with  any  issue  we  examine,  including  those  that  have  policy  implications.  First,  our 
role  is  advisory.  Responsibility  for  deciding  policy  resides  with  Members  of  Congress 
and  executive  branch  officials.  Second,  we  make  recommendations  only  as  they  flow 
from  the  work  we  have  performed.  Third,  we  always  strive  to  present  our  findings 
in  a  balanced  manner.  Fourth,  any  recommendations  we  make  are  based  on  our 
analysis  of  the  information  we  gather  and  never  on  political  or  ideological  consider- 
ations. 

Restructuring  GAO  Operations  and  Work  Processes 

GAO  has  recognized  over  the  years  that  it  must  continually  change  if  it  is  to 
maintain  its  productivity  and  usefulness  to  the  Congress.  Our  planned  reduction  of 
staff  by  25  percent  by  1997  will  enable  us  to  achieve  that  goal.  Recently,  we  have 
realigned  our  organization,  including  developing  greater  issue-area  expertise  in  our 
field  staff.  We  have  closed  half  of  our  40  field  offices. 

Over  the  last  decade,  we  have  undertaken  many  initiatives  to  enhance  the  skill 
levels,  and  motivation  of  our  workforce,  including  a  totally  redesigned  pay-for-per- 
formance  system  to  more  effectively  reward  staff  for  performance,  a  revised  merit 
promotion  process  and  an  enhanced  senior  executive  selection  and  development 
process  to  prepare  senior  leaders  of  GAO.  And  we  want  to  work  with  this  Committee 
to  make  additional  changes  to  our  personnel  system  to  enhance  our  ability  to  effec- 
tively fulfill  our  mission  as  we  downsize. 

We  have  invested  substantial  resources  in  modern  technology  and  in  training  our 
staff  to  use  such  technology.  GAO  has  installed  telephone  voice  mail  and  video  tele- 
conferencing equipment  in  its  headquarters  and  regional  offices  to  improve  commu- 
nication and  reduce  travel  costs.  Computer  networks  linking  all  GAO  are  now  being 
installed,  promising  easier,  faster  and  more  efficient  sharing  of  information.  We 
have  implemented  a  program  to  systematically  obtain  feedback  from  Members  of 
Congress  and  key  staff  on  the  quality  of  our  products.  All  of  these  efforts  are  critical 
to  the  successful  reengineering  of  our  audit,  evaluation  and  supporting  processes  to 
assure  that  we  do  our  work  quicker,  cheaper,  and  consistently  with  the  highest 
quality.  All  of  these  efforts  are  designed  to  provide  us  better  assurance  that  we  can 
carry  out  work  supporting  the  oversight  and  legislative  needs  of  the  Congress  more 
efficiently. 

Legislative  Proposals  To  Help  Downsize 

I  would  like  to  discuss  two  areas  that  I  know  are  of  interest  to  the  Committee. 
The  first  has  to  do  with  managing  our  downsizing  efforts  as  efficiently  as  possible 
to  minimize  disruptions  while  maintaining  productivity.  As  you  are  aware,  our  plan 
allows  that  downsizing  to  occur  over  a  reasonable  period  of  time  so  GAO  can  retain 
its  ability  to  effectively  respond  to  the  oversight  and  legislative  needs  of  Congress. 

You  requested  that  we  propose  legislation  that  would  allow  GAO  to  efficiently 
carry  out  a  reduction-in-force.  Should  a  RIF  be  necessary,  we  believe  several  legisla- 
tive provisions  would  mitigate  its  effect.  First,  GAO  should  be  allowed  to  formulate 
its  own  RIF  regulations  to  more  effectively  consider  staff  performance,  skills  and  ex- 
pertise in  making  difficult  RIF  decisions.  Second,  separation  incentives  and  penalty 
reductions  would  facilitate  voluntary  retirements  and  resignations  Part  of  the  rea- 
son we  need  more  flexibility  is  that,  even  as  we  downsize,  we  need  to  maintain  our 
skills  and  capacity  to  carry  out  specific,  increasingly  sophisticated  responsibilities  in 
the  financial  and  information  management  areas  as  a  result  of  the  CFO  legislation. 

Requiring  GAO  to  reduce  its  resources  by  25  percent  immediately  would  force  us 
to  terminate  more  than  one  quarter  of  our  staff  (1600  people)  within  the  next  6 
months.  While  legislative  changes  to  facilitate  such  a  RIF  would  help,  the  overall 
consequences  of  such  drastic  action  would  greatly  disrupt  our  operations  and  our 
ability  to  meet  our  congressional  responsibilities  and  obligations. 

Initiatives  to  Improve  Our  Work  Processes 

We  know  we  must  improve  the  way  we  do  the  work.  We  must  be  able  to  produce 
high-quality  products  on  time,  every  time,  and  have  processes  in  place  to  make  that 
possible. 

We  initiated  a  number  of  efforts  within  the  past  several  years  to  improve  our  pro- 
cedures. These  included  adoption  of  goals  to  lessen  "rework"  of  our  products,  guide- 
lines for  issuing  briefing  reports  within  7  days  after  the  oral  briefing  to  congres- 
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sional  committees  were  provided,  initiation  of  efforts  to  improve  our  ability  to  pre- 
dict the  issuance  date  of  our  reports,  and  efforts  to  reduce  "cycle  time"  in  producing 
reports. 

The  key  effort  that  holds  the  most  promise  to  reduce  the  costs  of  our  jobs  and 
the  time  to  complete  them  is  our  effort  to  reengineer  our  job  management  process. 
We  have  set  a  stretch  goal  of  reducing  the  amount  of  rework  in  our  jobs  by  50  per- 
cent over  the  next  2  years.  And  we  know  that  to  achieve  that  goal  we  have  to 
change  the  way  we  plan  and  manage  our  work,  including  who  gets  involved  in  the 
jobs  and  when  they  get  involved.  We  have  to  streamline  our  structure  and  we  are 
planning  to  do  it. 

A  senior  level  task  team  was  established  in  October  1994  to  identify  and  acceler- 
ate the  GAO-wide  implementation  of  "best  practices"  in  units  to  improve  GAO's  en- 
tire job  management  process.  A  number  oi  efforts  were  identified  that  can  signifi- 
cantly improve  how  GAO  begins  assignments,  plans  their  approach,  gathers  the 
data,  and  develops,  reviews  and  issues  its  products.  A  new,  full-time  senior  team 
will  now  take  those  efforts,  develop  a  detailed  new  framework  for  our  reengineered 
job  management  process,  test  it  this  year  and  put  it  in  place  GAO-wide  in  early 
1996. 

A  key  to  this  new  process  will  be  use  of  a  job  "risk  assessment"  done  at  the  begin- 
ning of  a  job  that  will  guide  decisions  on  staffing,  supervision,  and  product  review. 
In  addition,  GAO  will  improve  its  processes  for  obtaining  early  agreement  with  con- 
gressional requesters  on  the  objectives,  scope  and  approach  to  the  jobs  and  expedite 
its  process  for  obtaining  comments  on  its  reports  from  agency  officials. 

One  of  our  issue  areas.  Agriculture,  has  also  reassessed  all  its  processes,  from  top 
to  bottom,  to  reengineer  our  job  management  and  support  processes  using  our  most 
advanced  technologies.  The  goal  of  this  prototype  is  to  test  how  redesigned  processes 
can  enable  us  to  deliver  timely,  high  quality  reports  on  time,  every  time,  at  reduced 
cost  to  congressional  requesters.  Results  from  the  prototype  will  be  incorporated  into 
the  GAO-wide  approach  in  1996. 

These  efforts  to  reengineer  our  job  management  process  are  among  the  most  inno- 
vative GAO  has  undertaken  since  the  1950's.  The  effort  could  be  jeopardized  by  a 
widespread  RIF  that  would  disrupt  GAO. 

In  closing,  I  would  like  to  thank  you,  Mr.  Chairman,  and  the  other  Members  of 
this  Committee  for  the  support  and  encouragement  you  have  provided  to  GAO  over 
the  years.  That  support  has  allowed  us  to  strengthen  our  capabilities  and  provide 
higher  quality  and  more  timely  assistance  to  the  Congress. 

Today,  events  are  unfolding  in  the  United  States  and  around  the  world  at  an  un- 
precedented pace.  The  worldwide  political  and  economic  restructuring  has  important 
implications  for  how  the  government  responds  to  various  economic  issues  and  for 
deiiense  force  reduction  and  realignment.  At  the  same  time,  problems  associated 
with  the  budget  deficit  continue  to  challenge  the  nation's  ability  to  provide  programs 
and  services  in  an  effective,  cost-efficient  way.  As  the  Congress  deals  with  these  and 
other  issues,  an  independent  GAO  can  be  a  strong  ally  by  providing  a  focus  and 
counterweight  to  the  vast  array  of  information  you  receive  from  the  executive 
branch  and  the  private  sector. 

Working  together,  we  can  help  you  identify  ways  to  cut  the  size  of  government 
and  reorganize  government  to  better  assure  that  programs  that  are  needed  are  de- 
livered efficiently.  GAO  is  uniquely  qualified  to  analyze  federal  financial  records  and 
performance  data  for  the  accuracy  that  is  essential  for  oversight  and  decision-mak- 
ing. At  the  same  time,  we  can  continue  to  monitor  and  warn  you  of  major  financial 
risks  such  as  those  in  the  financial  markets  and  pension  areas.  We  card  watch  for 
accelerating  costs  in  big  programs. 

However,  GAO  must  retain  the  resources  it  needs  to  carry  out  its  mission.  That 
requires  your  continued  support.  By  the  end  of  fiscal  year  1994,  GAO  had  reduced 
its  size  by  over  10  percent  and  by  1997  under  its  current  plan  will  have  reduced 
its  staff  by  25  percent  from  the  1992  level.  GAO  is  now  at  its  lowest  staff  level  in 
a  quarter  of  a  century.  And  we  are  committed  to  managing  this  reduction  so  that 
the  quality  and  impact  of  our  work  are  not  compromised.  But,  based  on  my  years 
of  experience  as  an  auditor  in  the  public  and  private  sectors,  I  firmly  believe  that 
reducing  GAO  much  below  the  level  of  4,000  staff  would  be  very  risky.  At  levels 
lower  than  that  neither  I,  my  successor,  or  the  staff  of  GAO  will  be  able  to  provide 
the  Congress  assurance  that  its  auditor  is  able  to  adequately  cover  the  operations 
of  the  federal  government  and  that  proper  accountability  exists  over  the  expenditure 
of  federal  dollars.  If  that  occurs,  there  will  be  a  grave  danger  that  the  Congress  will 
not  be  alerted  quickly  enough  to  potential  problems  having  serious  financial  con- 
sequences. We  should  not  allow  that  to  happen. 

This  concludes  my  prepared  remarks.  I  will  be  happy  to  answer  any  questions  you 
may  have. 
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GAO  Workforce  "Cuts" 
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SES  and  GS-15  managers  increased  by  11%.  GS-7  to  GS-12 
Staff  were  cut  by  34%.  GS-13  and  GS-14  were  stable 


Source:  General  Accounting  Office,  Compendium  of  GAO  Indicator  Statistics  for  1994.  pg.4 
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GAO  workforce  breakdown:  1990  - 1994 
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An  attempt  to  downsize  had  produced  a  1 3%  cut  In  total  workforce  from  1 990  to  1 994 
However,  the  number  of  top-level  SES  executives  plus  GS  15  management  actually 
increased  from^64  in  1990  to  757  in  1994,  This  trend  towards  more  management  for 
fewer  workers  leads  to  questions  on  the  effectiveness  of  current  downsizing  initiatives 
at  GAO.  The  brunt  of  the  cuts  came  at  the  less  experienced  GS  7-12  staff  level  positions 
(34%)  cut.  GS  13  and  14  positions  werelargely  unaffected  (less  than  1%  cut). 
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I  percent  of  all  GAO  products  on  time 


1  993 


From  1991  to  1994  the  percentage  of  all  GAO  reports  issued  on  time  has 
decreased  4  %. 


lateness  of  chapter  (blue  book)  reports 


■  1990 
a1  994 


1-60  60-180  over  180 

days  late 


Only  1  in  5  blue  book  reports  was  issued  on  time  in  1994.  Over  30%  of  all  blue 
books  issued  in  1994  were  more  than  6  months  overdue. 
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[average  cost  per  completed  GAO  assignment 


1  994 


I  cost  per  average  GAO  assignment 


The  average  cost  per  completed  GAO  assignment  has  increased  21% 
from  $197,000  in  1990  to  $248,000  in  1994. 


GAO  resource  utilization  (FY  1994) 


(23.4%) 


(72.0% 


□  administrative  time 
SB  training  time 
■  time  on  task 


(4.6%) 


GAO  devotes  only  72%  of 
labor  time  to  actual  work. 
28%  of  labor  time  goes 
towards  training  and 
administration 
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Foreword 
October.  1 994 


The  General  Accounting  Office  (GAO)  was  first  created  in  1921  with  the 
primary  mission  of  auditing  and  investigating  the  use  of  federal  expenditures. 
Through  legislative  statutes  in  the  early  1970's,  GAO's  mission  was  further 
enhanced  to  specifically  include  program  evaluations.  That  is,  not  only 
whether  federal  funds  were  properly  accounted  for,  but  how  they  were  being 
managed,  at  what  cost,  the  results  achieved,  and  the  effectiveness  of  the 
overall  program. 

GAO  has,  throughout  its  history,  been  invaluable  to  Congress  in  helping 
to  make  government  work  more  efficiently.  For  the  Governmental  Affairs 
Committee,  with  its  broad  mandate  to  examine  management  across 
government,  GAO  has  played  an  instrumental  part  in  Committee  efforts  to 
improve  financial  management,  bring  accountability  to  government 
performance,  and  root  out  waste,  fraud,  and  abuse  in  federal  programs. 

In  recent  years,  there  has  been  growing  concern  over  the  operation  of 
GAO,  and,  in  particular,  its  relationship  to  Congress  and  the  Executive 
Branch,  the  quality  and  objectivity  of  its  reports,  and  its  very  role.  This 
Committee,  as  GAO's  oversight  body  in  the  Senate,  takes  such  concerns  very 
seriously.  We  felt  the  time  was  ripe  to  have  an  independent,  impartial 
assessment  made  by  a  professional  outside  organization.  In  May,  1 993,  the 
Committee  entered  into  a  contract  with  the  National  Academy  of  Public 
Administration  (NAPA),  under  the  authority  of  section  13(b)(1)  of  S.  Res.  71, 
adopted  on  February  25,  1 993,  to  conduct  a  study  on  the  roles,  mission,  and 
operation  of  GAO. 

The  report  contained  herein  is  the  result  of  this  effort.  The  study  does 
make  a  number  of  recommendations  designed  to  ensure  that  GAO's 
effectiveness,  reputation,  and  credibility  will  be  preserved  as  we  move  into  the 
next  century.  These  findings  must  be  closely  considered  and  reviewed  by 
both  Congress  and  the  Comptroller  General. 

John  Glenn  William  V.  Roth,  Jr. 

Chairman  Ranking  Minority  Member 
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^NAPA 


National  Academy  of  Public  Administration  Chanered  by  Congres; 

August  19.  1994 


The  Honorable  John  Glenn 

Cbainoan 

Senate  Committee  on  Governmental  Affairs 

United  States  Senate 

Washington,  DC  20510-6250 

Dear  Cbaiiman  Glenn: 

The  National  Academy  of  Public  Administration  (NAPA)  is  pleased  to  present  this  final  report 
of  the  expert  panel  convened  at  the  committee's  request  to  examine  the  roles,  mission,  and  operation  of 
the  U.S.  General  Accounting  Office  (GAO). 

The  panel  conducted  a  year-long  assessment  of  GAO's  mission,  work  processes,  functions  and 
work  products,  and  also  how  Congress  uses  GAO.  The  report  identifies  issues,  presents  fmdings  related 
to  the  work  GAO  does  and  the  namre  of  its  operations,  and  proposes  recommendations  for  the 
consideration  of  Congress  and  GAO.  While  the  panel  does  not  see  a  need  for  any  legislative  changes, 
it  found  opportunities  and  needs  for  improvements  in  processes  and  perspectives  in  both  GAO  and 
Congress. 

On  behalf  of  the  panel  and  staff  who  worked  on  this  project,  I  want  to  thank  the  leadership  attd 
staff  of  the  GAO  for  their  cooperation  and  professional  attention  to  meeting  panel  and  staff  requests  for 
information.  Thanks  should  also  go  to  the  committee  staff  and  the  many  members  of  the  legislative  and 
executive  branches  and  the  larger  public  administration  and  auditing  community  who  provided  information 
and  insights  for  this  study. 

The  Academy  appreciates  the  oppormnity  to  undertake  this  research  on  such  important  fimctions 
and  institutions  of  the  federal  government. 

Sincerely, 


^/.t9^>^ 


R.  Scott  Fosler 
President 


1120  G  .Slrect.  N,W,.  Sunt  S.SO.  VVasliin<;ti>n.  DC,  2000.^-3801  (202)  .>47-.'!|m).  FA.\  (2021  .1«.1-<)99.'' 
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National  Academy  of  Public  Administration  Clunered  by  Congress 

August  19.  1994 


Tlie  Honorable  WiUiam  V.  Roth,  Jr. 

Ranldiig  Minority  Member 

Senate  Committee  on  Governmental  Affairs 

United  States  Senate 

Washington.  DC  20510^250 

Dear  Senator  Roth: 

The  National  Academy  of  Public  Administration  (NAPA)  is  pleased  to  present  this  final  report 
of  the  expert  panel  convened  at  the  committee's  request  to  examine  the  roles,  mission,  and  operation  of 
the  U.S.  General  Accounting  Office  (GAO). 

The  panel  conducted  a  year-long  assessment  of  GAO's  mission,  woiic  processes,  functions  and 
work  products,  and  also  bow  Congress  uses  GAO.  The  rqx>n  identifies  issues,  presents  findings  related 
to  the  work  GAO  does  and  the  nature  of  its  operations,  and  proposes  recommendations  for  the 
consideration  of  Congress  and  GAO.  While  the  panel  does  ixM  see  a  need  for  any  legislative  changes, 
it  found  opportunities  and  needs  for  improvements  in  processes  and  perspectives  in  both  GAO  and 
Congress. 

On  behalf  of  the  panel  and  staff  who  worked  on  this  project,  I  want  to  thank  the  leadership  and 
staff  of  the  GAO  for  their  cooperation  and  professional  attention  to  meeting  panel  and  staff  requests  for 
information.  Thanks  should  also  go  to  the  commiaee  staff  and  to  the  many  members  of  the  legislative 
and  executive  branches  and  the  larger  public  administration  and  auditing  community  who  provided 
information  and  insights  for  this  study. 

The  Academy  appreciates  the  opportunity  to  undertake  this  research  on  such  in^rtant  fimctions 
and  institutions  of  the  federal  government. 

Sincerely, 


R.t-^  9-^ 


R.  Scott  Fosler 
President 
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EXECUTIVE  SUMMARY 


The  Senate  Committee  on  Governmental  Affairs  asked  the  National  Academy  of 
Public  Administration  to  convene  an  expert  panel  to  examine  the  roles,  mission  and 
operation  of  the  U.S.  General  Accounting  Office  (GAO)  in  May  1993.  This  report 
presents  the  findings  and  recommendations  of  the  panel,  focusing  on  GAO's  mission  and 
roles,  its  relationships  with  Congress  and  with  federal  executive  agencies,  the  quality  of 
its  work,  and  its  work  processes. 

GAO  has  been  a  valuable  part  of  the  federal  government  for  more  than  70  years, 
providing  auditing,  research  and  evaluation  to  government  generally  and  to  Congress  in 
particular,  which  could  not  be  easily  and  readily  replaced.   GAO's  most  important  assets 
are  its  objectivity  and  impartial  fact-finding  and  analysis  that  have  given  its  reports  and 
testimony  a  special  standing  in  discussions  and  debates  on  government  performance. 

In  recent  years,  there  has  been  considerable  criticism  about  GAO's  work,  including 
concerns  about  its  objectivity  and  impartiality.   Interviews  conducted  for  this  study 
revealed  these  concerns  even  among  congressional  staffs  who  most  strongly  support  GAO. 
While  the  panel  found  no  evidence  of  deliberate  partisan  bias  in  GAO's  work,  the  panel 
did  find  that  GAO's  credibility  and  authoritativeness  will  be  eroded  by  its  involvement  in 
policy  areas  without  a  solid  base  in  research  and  evaluation. 

The  panel's  major  conclusion  is  that  GAO  and  Congress  should  give  greater 
attention  to  the  scope  of  work  GAO  does,  how  it  uses  its  resources,  the  quality  of  its  work 
products,  the  objectivity  of  its  fmdings  and  conclusions,  and  the  fairness  of  their 
presentation  and  release. 

GAO's  status  as  the  government's  central  agency  for  audit  and  evaluation  requires 
bipartisan  trust,  particularly  in  a  time  of  partisan  conflict.   The  panel  concludes  that  two 
major  approaches  are  necessary  to  serve  that  objective:    1)  restraint  on  the  part  of  GAO 
and  congressional  requesters  of  its  work,  to  avoid  reports  that  do  not  have  a  firm  factual 
base  within  GAO's  competence;  and  2)  continuing  congressional  oversight  of  GAO,  with 
increased  sharing  of  information,  including  GAO's  strategic  plans,  lists  of  jobs  started, 
terms  of  reference  for  individual  studies,  periodic  peer  review  reports,  and  improved 
GAO  performance  indicators,  as  well  as  agency  comments  routinely  and  consistently 
obtained  on  individual  GAO  reports. 
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GAO  MISSION  AND  ROLES 


GAO's  Vision.  Mission,  and  Guiding  Principles 

GAO's  mission  and  roles  are  becoming  broader  and  more  diverse  than  appropriate  for 
the  government's  central  audit  and  evaluation  agency,  going  beyond  its  core  purpose,  skills,  and 
resources. 

GAO's  statutory  authorization,  dating  from  the  1921  legislation  that  established  it  as  an  agency 
independent  of  the  executive  branch,  gives  the  comptroller  general  a  broad  mandate  to  make 
recommendations  on  the  economy  and  efficiency  of  public  expenditures,  to  prescribe  systems  and 
procedures  for  appropriation  and  accounting,  and  to  undertake  investigations  and  reports  ordered  by 
any  congressional  committee.  This  mission  has  been  broadened  over  the  years  by  additions  to  the 
original  statute  and  specific  provisions  in  laws  requiring  numerous  periodic  or  one-time  reports  on 
specific  programs  and  expanding  GAO's  general  management-oriented  responsibilities. 

Internal  GAO  processes  for  defining  mission  and  roles  ~  most  notably  the  processes  of  strategic 
planning  and  total  quality  management  (TQM)  ~  have  defined  objectives  for  GAO  that  are  very 
ambitious  and  reach  beyond  GAO's  core  mission.  As  part  of  the  TQM  process,  GAO  has  defined  its 
organizational  vision  as  follows:  "We  aspire  to  be  the  world's  leading  organization  engaged  in  audit, 
evaluation,  and  public  policy  analysis."  This  formulation  encourages  GAO  to  become  more  involved 
in  policy  questions,  in  a  way  that  may  extend  beyond  the  appropriate  role  of  the  government's  central 
audit  agency  and  beyond  its  resources.  To  be  the  world  leader  in  audit,  evaluation,  and  policy 
analysis  is  an  unrealistic  aim,  in  light  of  the  diversity  of  management,  program  and  policy  issues  and 
the  degree  of  specialization  required  to  perform  sound  policy  analyses  and  policy  development  across 
that  full  range. 

GAO  has  become  increasingly  involved  in  policy  analysis  and  policy  development.  Elected 
officials  have  the  responsibility  to  set  public  policies  and  priorities.  GAO's  appropriate  role  is  not  to 
formulate  policy  but  to  contribute  information  and  analysis  that  decisionmakers  can  use  in  evaluating 
options  and  making  policy  choices.  Congressional  staffs,  majority  and  minority,  overwhelmingly 
suggest  that  GAO's  most  effective  contribution  to  decision  making  is  to  provide  accurate,  reliable 
information  and  fact-based  audit  and  evaluation. 

The  panel  recommends  that  GAO  revise  its  vision  and  mission  statements  to  reflect  more 
focused  and  realistic  objectives,  building  on  its  own  standards  and  guiding  principles,  along  the 
following  lines: 

GAO's  principal  mission  is  to  produce  high  quality  research  that  is  objective  and 
independently  derived;  fact  based,  accurate,  and  timely;  and  presented  in  a  way  that 
will  be  meaningful  and  useful  to  responsible  officials  performing  oversight  and 
formulating  legislation  and  policies  to  guide  the  management  and  accomplishment  of 
public  purposes. 
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The  panel  recommends  a  shift  in  GAO  perspectives  and  methods,  from  promoting  process- 
oriented  controls  to  exjimining  the  root  causes  of  problems  in  order  to  help  improve  the  effectiveness 
of  program  outcomes.  GAO  should  also  ensure  that  it  has  the  staff  skills  and  resources  to  match  its 
work  priorities,  particularly  in  the  areas  of  program  evaluation,  cost  analysis,  and  financial  and  other 
management  systems. 

GAO  should  take  a  cautious  approach  to  policy  analysis  and  policy  development,  building  from 
a  foundation  in  research,  audit,  and  evaluation.  Congressional  requesters  of  GAO  work  should  not 
put  GAO's  role  and  reputation  as  impartial,  objective  auditor  and  evaluator  in  jeopardy  by  posing 
research  questions  that  inevitably  place  GAO  in  areas  of  conflict  over  policy  priorities  and  values, 
without  a  solid  factual  base  or  objective  standards  for  review. 

GAO  Strategic  Planning 

GAO's  internal  strategic  planning  and  its  relationship  to  congressionally-requested  work 
is  not  known  to  most  congressional  members  and  staff.  A  more  open  strategic  planning  process 
at  GAO  would  help  create  greater  understanding  of  GAO's  work  priorities  and  address  concerns 
about  GAO's  perceived  reliance  on  congressional  requesters  to  defme  its  work. 

GAO  maps  its  work  priorities  through  an  internal  strategic  planning  process  that  identifies 
research  questions  and  projects  likely  to  make  a  useful  contribution  to  meeting  vital  congressional 
interests  and  needs.  The  GAO  strategic  planning  process  is  largely  confidential,  as  is  the  nature  of 
the  jobs  GAO  is  starting.  Few  outside  GAO  are  aware  of  the  strategic  planning  process,  the  resulting 
work  plans  in  each  GAO  issue  area,  and  the  important  role  they  play  not  only  in  GAO's  choice  of  self- 
initiated  work  but  also  in  the  requests  that  Congress  makes  for  work.  GAO  and  congressional  staffs 
hold  frequent  discussions  of  issues  and  interests  and  negotiate  requests  for  specific  jobs,  often  based 
on  issues  that  GAO  has  identified  as  the  potential  focus  for  useful  future  work  or  related  to  continuing 
streams  of  GAO  work. 

In  the  panel's  view,  the  comptroller  general's  discretion  to  define  important  issues  and  to  advise 
Congress  on  areas  for  audit  and  evaluation  is  important  and  valuable  for  GAO.  But  a  higher  level  of 
openness,  accountability,  and  exchange  of  information  is  needed;  more  sharing  of  information  on 
GAO's  strategic  planning  and  choice  of  work  can  help  to  resolve  misunderstandings  and  congressional 
uneasiness  with  the  work  GAO  does  and  its  use  of  resources.  The  panel  recommends  that  GAO 
systematically  consult  with  congressional  committees,  executive  agencies,  and  experts  in  each  issue 
area,  as  part  of  its  planning  process.  GAO  should  provide  its  summary  strategic  plan  to  GAO's 
oversight  committees  and  distribute  the  plan  in  its  final  form  to  other  members  of  Congress,  as  well 
as  executive  branch  agencies  and  officios. 
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Quality  Management  and  Customer  Focus 

GAO  has  taken  an  example  from  the  private  sector  and  TQM  to  "focus  on  the  customer," 
which  GAO  generally  defines  as  Congress.  Interviews  for  this  study  and  GAO's  own  1992  survey 
of  congressional  staffs  indicate  some  discomfort  in  Congress  with  GAO's  "customer  focus"  language, 
and  some  suspicions  that  GAO  is  becoming  too  willing  to  tailor  its  work  to  the  interests  of  requesters 
and  satisfy  the  committee  and  subcommittee  staffs  who  are  the  major  requesters  and  users  of  GAO 
work. 

Approaching  Congress  as  "customer"  has  several  built-in  problems: 

1.  Congress  consists  of  hundreds  of  individuals  with  diverse  and  often  conflicting  interests. 
Therefore,  work  that  might  please  one  committee  or  member  is  unlikely  to  please  all  the 
others. 

2.  Unlike  the  typical  private  sector  "customer,"  congressional  requesters  do  not  pay  or  even 
perceive  a  cost  for  GAO  work,  and  most  are  not  aware  of  the  costs  of  the  work  GAO  does  for 
them. 

3.  GAO's  credibility  depends  on  its  reputation  for  impartiality,  which  could  be  damaged  by  an 
overemphasis  on  pleasing  any  individual  requester. 

The  panel  recommends  that  GAO  clarify  what  it  means  to  be  "responsive"  to  Congress  while 
preserving  objectivity  and  professional  standards  for  audit  and  evaluation. 


GAO  WORK  PROCESSES 

Internal  Design  and  Review  of  GAO  Work 

GAO  work  processes  tend  to  proceed  in  uniform,  hierarchical  patterns  with  inadequate 
definition  at  the  outset  of  the  objectives,  methods,  and  type  of  work,  and  cumbersome  review 
processes  at  the  end. 

GAO  work  products  include  blue  cover  reports  ~  ranging  from  substantial  "chapter  reports" 
to  shorter  "letter  reports,"  written  briefings,  fact  sheets,  and  correspondence  issued  in  blue  covers  - 
as  well  as  oral  briefings,  shorter  and  less  formal  correspondence,  and  historical  or  other  factual  series 
of  studies  or  guidance.  Despite  the  diversity  of  its  tasks,  GAO  tends  to  work  in  uniform  patterns  that 
produce  reports  in  similar  formats.  In  the  panel's  view,  controversies  over  GAO  studies  generally 
reflect  misunderstandings  of  the  basic  research  objectives  and  different  views  on  sources  and  methods. 
Some  congressional  staffs  do  not  feel  that  GAO  did  the  work  they  requested.  In  some  cases,  GAO's 
methods  do  not  seem  suitable  to  its  conclusions. 
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The  panel  has  several  major  recommendations  on  GAO's  work  processes:  1)  GAO  should 
develop  clear  "terms  of  reference"  (TORs)  for  each  job  before  it  is  started,  outlining  the  objectives, 
general  methods  and  skills  to  be  applied,  timing  and  estimated  cost;  2)  at  the  beginning  of  each  job, 
GAO  should  form  work  teams  that  represent  the  full  range  of  skills  and  experience  needed  across  all 
organizational  units  and  levels  at  GAO,  working  collegially  throughout  the  project;  and  3)  GAO  should 
replace  sequential,  hierarchical  reviews  of  reports  with  concurrent,  interactive  reviews,  as  well  as 
frequent  consultation  and  participation  of  supervisors  and  managers  throughout  the  planning,  research, 
and  drafting  process. 

The  panel  sees  developing  terms  of  reference  as  the  most  important  change  from  the  way  GAO 
now  works.  GAO  should  negotiate  these  terms  with  congressional  requesters  of  a  project,  if  any,  and 
share  them  with  the  agency  subject  to  study.  Terms  of  reference  for  studies  requested  by  committees 
should  be  shared  with  all  committee  members,  majority  and  minority.  GAO  should  retain  flexibility 
to  design  the  specific  methodology  and  develop  the  research,  but  developments  during  the  course  of 
study  that  require  major  adjustments  in  the  terms  of  reference  should  be  discussed  with  requesters  and 
the  agencies  in  question. 

Agency  Comments 

A  major  cause  of  concern  about  the  objectivity  of  GAO's  work  is  the  way  in  which  the  results 
are  shared  with  agencies  and  interested  members  of  Congress.  Contrary  to  GAO's  published  standards 
for  government  auditors  (the  "yellow  book")  --  which  call  for  comments  from  the  agency  subject  to 
audit  and  evaluation  ~  congressional  requesters  have  increasingly  instructed  GAO  not  to  get  agency 
comments  on  its  draft  reports  and  sometimes  not  even  to  brief  agencies  orally  about  the  results  of  a 
study.  In  some  cases,  this  sets  up  "ambush  hearings"  for  which  neither  executive  agencies  nor  other 
parties  have  substantial  notice. 

Executive  comments  on  GAO  reports  can  serve  several  purposes: 

•  Reduce  the  potential  for  factual  errors  or  misunderstandings; 

•  Reveal  language  that  might  raise  sensitivities  that  GAO  did  not  realize;  and 

•  Contribute  to  greater  cooperation  and  receptivity  to  the  GAO  reports  on  the  part  of  the  agencies 
being  studied,  thus  significantly  increasing  the  possibilities  of  effective  response  in  the 
organization. 

The  panel  recommends  that  GAO  consistently  seek  written  comments  from  subject  agencies 
on  all  reports  that  audit  or  evaluate  executive  activities,  with  a  30-day  limit  for  responses,  and 
potential  extension  to  a  total  of  60  days  in  special  circumstances. 
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Performance  Indicators 

GAO  emphasizes  process  not  only  in  its  recommendations  but  also  in  its  tracking  systems  and 
its  indicators  of  its  own  performance  and  accomplishments.  The  panel  recommends  that  GAO  revise 
its  performance  indicators,  to  reduce  emphasis  on  process  and  inputs  and  focus  on  measures  of  the 
outcomes  and  impacts  of  its  work.  GAO's  performance  indicators  should  include  not  only  estimates 
of  net  savings  but  also  associated  improvements  in  the  efficiency  and  effectiveness  of  programs.  GAO 
should  also  increase  its  internal  resources  and  capacity  to  analyze  the  costs  and  budget  impacts  of  its 
recommendations,  as  well  as  to  assess  agency  cost  accounting  and  performance  measurement  systems. 


External  Peer  Review 

GAO  should  establish  and  budget  for  external  peer  review  of  its  completed  work  on  a 
continuing  basis.  The  volume  and  diversity  of  GAO  work  are  not  compatible  with  formal  review 
before  jobs  start  or  as  part  of  the  report  review  process.  GAO,  however,  should  work  with 
professional  associations  and  other  experts  to  organize  a  process  for  having  specialized  panels  of 
objective  peers  from  outside  GAO  assess  and  report  on  samples  of  completed  GAO  work,  covering 
several  selected  categories  each  year. 


GAO  FUNCTIONS  AND  WORK  PRODUCTS 

The  nature  of  GAO  work  has  evolved  over  the  past  30  years,  resulting  In  less  emphasis 
on  audits,  particularly  financial  audits,  and  increased  resources  directed  to  program-  and  policy- 
related  work.  The  quality,  usefulness,  and  importance  of  GAO's  work  products  are  uneven. 
The  panel  also  found  lack  of  clarity  in  the  objectives  of  individual  GAO  reports  and  the 
standards  or  criteria  for  making  findings  and  recommendations.  Overemphasis  on  procedural 
controls  still  prevails  in  many  studies. 

Categories  of  GAO  Work 

GAO  currently  undertakes  six  principal  categories  of  work:    1)  financial  audits;  2)  economy 

and  efficiency  audits  (including  non-financial  compliance  audits);  3)  program  evaluation;  4)  policy 
analysis  and  policy  development;  5)  management  studies;  and  6)  special  investigations.  These 
categories  are  not  sharply  defined  and  elements  of  several  categories  are  frequently  mixed  in  a  single 
GAO  study.  Partly  as  a  consequence,  a  job  may  lack  clear  objectives  at  the  outset,  in  conflict  with 
the  "yellow  book"  standards  that  GAO  prepares  as  a  guide  for  federal,  state  and  local  government 
auditors. 
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The  panel  recommends  that  GAO  develop  clearer  definitions,  objectives,  and  standards  for  all 
the  categories  of  work  it  performs;  strengthen  results-oriented  assessment  of  government  activities 
(particularly  in  the  category  of  program  evaluation);  continue  to  strengthen  its  capacity  to  audit  and 
advise  agencies  on  systems  and  standards  for  financial  and  information  management;  include 
substantially  greater  cost  analysis  in  its  work  in  audit,  evaluation,  and  policy  analysis;  base  its  policy 
analysis  and  policy  development  on  fact-based  audit  and  evaluation;  and  restrict  recommendations  for 
added  oversight  and  control  that  are  not  based  on  a  demonstration  of  expected  net  benefits. 

GAO's  special  investigations  work  (which  seeks  to  identify  criminal  behavior  in  government) 
should  be  kept  separate  and  distinct  from  audit,  evaluation,  and  management  analysis  done  by  issue 
area  staffs.  The  panel  recommends  that  congressional  oversight  committees  work  with  GAO  to 
develop  clear  standards  for  GAO  investigative  work  and  guidelines  for  referring  requests  for 
investigations  to  federal  law  enforcement  agencies. 


General  Management  Reviews  and  Related  Work 

GAO  is  at  a  crossroads  in  its  management  work.  It  has  developed  a  cooperative, 
consultative  approach  to  conducting  general  management  reviews  and  providing  technical 
assistance  to  agency  leadership  on  systems  improvements,  which  many  agencies  have  found 
constructive.  The  panel  finds  inconsistencies  between  the  attitudes  and  approaches  involved  in 
process-oriented,  adversarial  audits  and  the  skills  and  relationships  needed  for  GAO  to  play  a 
potentially  growing  role  in  providing  general  management  analysis  and  technical  assistance  to 
executive  agencies,  with  the  support  of  Congress. 

The  research  done  for  this  study  shows  that  adversarial  relationships  between  auditor/evaluator 
and  agency  or  program  management  seldom  lead  to  productive  general  management  improvements. 
Aggressive  oversight  can  identify,  expose,  and  punish  mismanagement  that  violates  law  —  a  legitimate 
function,  within  limits  -  but  it  historically  does  not  improve  management  in  the  long  term.  Providing 
effective  review  and  technical  assistance  to  agency  management  usually  involves  a  cooperative 
relationship  with  executives  responsible  for  management  change. 

Tne  panel  recommends  that  GAO  launch  a  major  irer.ial  training  process  to  convey  the  lessons 
learned  from  its  general  management  studies  throughout  its  own  issue  area  staffs  to  bring  those  lessons 
to  bear  on  all  audit  and  evaluation  activities.  It  should  continue  this  area  of  work  and  build  the  lessons 
into  the  whole  range  of  GAO  work.  To  fulfill  its  statutory  role  under  the  Government  Performance 
and  Results  Act  of  1993,  GAO  should  work  cooperatively  with  0MB,  executive  agencies,  and 
oversight  committees,  not  to  audit  but  to  record  the  experiences  in  pilot  projects  under  the  act,  in  a 
non-adversarial  context,  in  order  to  make  a  methodologically  sound  evaluation  of  the  implementation 
of  the  law  as  required  in  1997. 
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CONGRESS  AND  GAO 

While  the  panel  found  no  evidence  of  deliberate  partisan  bias  in  GAO  work,  Congress  has 
increasingly  embroiled  GAO  in  political  and  policy  controversy,  threatening  its  impartial  role  and 
institutional  standing.  Increasingly  adversarial  relationships  between  congressional  and  executive 
entities  in  the  last  20  years  and  intra-Congress  rivalries  make  it  hard  for  GAO  to  produce 
objective  work  —  and  to  be  perceived  as  doing  so.  Any  use  of  GAO  that  erodes  perceptions  of 
its  fairness  and  objectivity  reduces  its  usefulness. 

The  way  Congress  uses  GAO  largely  determines  GAO's  continued  value  as  an  institution. 
Congressional  views  of  GAO's  mission  vary  widely:  some  see  it  as  an  independent  audit  agency; 
others  treat  it  as  a  servant  of  Congress  and  an  infmitely  flexible  addition  to  congressional  staff 
resources.  The  demand  for  GAO  work  always  exceeds  the  capacity  and  resources  of  GAO, 
particularly  if  GAO  is  to  produce  timely,  high  quality  results.  The  result  is  a  considerable  variation 
in  the  time  GAO  can  devote  to,  and  the  quality  of  work  GAO  can  produce  for,  different  jobs. 

Congressional  Requests 

Requests  from  congressional  committees  and  subcommittees  and  individual  members  for  GAO 
jobs  have  increased  dramatically  in  number  and  scope,  while  GAO  budgeted  staff  remained  stable  for 
a  decade  and  declined  10  percent  from  1992  to  1994.  In  fiscal  year  1993,  80  percent  of  GAO  staff- 
years  of  work  were  devoted  to  fulfilling  congressional  requests  or  mandates  and  the  other  20  percent 
was  for  self-initiated  work,  which  falls  under  the  name  "basic  legislative  responsibilities"  at  GAO. 
This  represents  a  sizable  decline  in  self-initiated  work  from  a  decade  earlier,  when  self-initiated  work 
took  53  percent  of  GAO  staff  time. 

The  degree  of  actual  change  is  not  clear,  however,  because  a  large  proportion  of  congressional 
requests  involve  continuing  streams  of  work  in  the  GAO  issue  areas  or  reflect  GAO  priorities  raised 
in  its  internal  strategic  planning  process.  Many  committee  staff  members  are  satisfied  with  the  way 
GAO  projects  are  developed,  although  some  are  uneasy  with  having  GAO  spend  so  much  of  its  time 
fulfilling  congressional  requests  and  others  would  prefer  that  GAO  not  shape  so  much  of  its  own  work. 

As  much  as  possible,  congressional  requesters  of  GAO  work  should  create  a  non-partisan 
environment  in  which  GAO  can  function.  They  should  not  assign  to  GAO  report  topics  and  research 
questions  that  would  place  GAO  in  the  midst  of  value-based  debates  and  political  controversies.  Also, 
congressional  requesters  should  expand  their  focus  fi'om  immediate  shortcomings  of  programs  and 
agencies  (the  "gotcha"  approach)  to  efforts  to  develop  systems  that  will  generate  better  management, 
timely  and  accurate  information,  and  comprehensive  program  evaluation  on  a  sustainable  basis. 
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Detailees 

An  issue  of  continuing  cor.gressional  controversy  is  the  assignment  of  GAO  staff  to  committee 
staffs  as  detailees.  Detailees  have  been  heavily  concentrated  in  some  committees  and  subcommittees, 
mainly  serving  the  chair  and  working  with  the  majority  staff.  Sometimes,  detail  assignments  have 
continued  substantially  longer  than  the  official  one-year  limit.  In  the  last  year,  GAO  has  committed 
to  following  the  one-year  limit  on  detail  assignments  and  has  cut  the  number  of  detailees  by  half.  The 
panel  recommends  that  GAO  strictly  follow  the  one-year  limit  and  that  GAO  publish  an  annual  report 
of  the  numbers,  length  and  scope  of  detail  assignments. 

Oversight  and  Reauthorization 

GAO's  congressional  oversight  committees  need  to  do  more  regular,  continuing  oversight 
of  GAO.  A  requirement  for  periodic  reauthorization  of  GAO,  however,  could  threaten  GAO's 
ability  to  perform  its  mission  as  objective  audit  and  evaluation  agency. 

The  panel  believes  strongly  that  the  Senate  Committee  on  Governmental  Affairs  and  the  House 
Committee  on  Government  Operations  should  provide  continuing,  systematic  oversight  of  GAO. 
Congress  can  change  GAO's  authorizing  statute  at  any  time  and  affect  GAO  activities  through  work 
requests  and  annual  appropriations. 

The  December  1993  reports  of  the  Senate  and  House  members  of  the  Joint  Committee  on  the 
Organization  of  Congress  recommended  replacing  GAO's  permanent  authorization  with  a  required 
reauthorization  every  eight  years.  Most  panel  members  are  concerned  that  a  requirement  for  periodic 
reauthorization  would  put  political  pressures  on  GAO  during  every  reauthorization  cycle  that  run 
counter  to  the  interest  of  Congress  in  ensuring  objectivity  and  credibility  of  the  central  audit  and 
evaluation  agency. 
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FOREWORD 


The  Senate  Governmental  Affairs  Committee  asked  the  National  Academy  of  Public 
Administration  (NAPA)  to  conduct  this  study  of  the  roles,  mission,  and  operations  of  the  U.S.  General 
Accounting  Office  (GAO),  as  part  of  the  committee's  general  legislative  and  oversight  authority  over 
GAO. 

In  recent  years,  several  members  of  Congress  have  introduced  proposals  to  amend  the 
legislation  authorizing  GAO,  to  change  the  way  GAO  works,  or  to  review  its  role  and  operations.  In 
1992,  the  Senate  Appropriations  Committee  earmarked  $2  million  for  a  comprehensive  outside  audit 
of  GAO,  but  a  conference  committee  dropped  the  proposal  in  favor  of  a  $5  million  cut  in  GAO's 
appropriation.  Eventually,  the  fiscal  year  1994  Legislative  Appropriations  Act  mandated  that  GAO 
undertake  a  $500,000  review  of  its  structure,  skills  and  staffing,  systems,  and  execution  of  its  statutory 
and  assigned  responsibilities  (separate  from  the  Academy's  study).' 

The  Governmental  Affairs  Committee  asked  NAPA  to  conduct  an  objective,  non-partisan 
analysis  of  the  agency  and  report  back  to  the  committee.  Specifically,  the  committee  requested  that 
NAPA  review  GAO's  capacity  to  fulfill  its  mission  and  effectively  conduct  its  operations.  The 
committee  asked  that  NAPA  examine  such  key  topics  as: 

•  the  spectrum  of  issues  that  GAO  now  addresses  and  its  competrace  to  do  so; 

•  executive  branch  capacities  for  audit,  investigation,  and  program  evaluation,  and  their  effects 
on  GAO's  roles; 

•  GAO's  basic  functions  and  performance,  focusing  on: 

-  audits  of  economy  and  efficiency  in  government; 

-  reviews  of  program  results,  program  evaluation,  and  general  management  reviews; 

-  policy  analyses  and  assistance  in  drafting  legislation;  and 

-  budget  and  financial  management  roles;  and 

•  key  elements  of  GAO's  internal  operations,  such  as: 

-  who  or  what  is  driving  Congress's  increasing  requests  for  GAO's  work 

and  GAO's  responsiveness  to  them; 

-  GAO's  internal  priority  setting; 

-  GAO's  performance  measures  and  accomplishments; 

-  GAO's  internal  oversight  and  peer  review;  and 

-  impacts  of  information  technology  on  GAO's  roles  and  mission. 


'In  May  1994,  GAO  published  a  request  for  proposals  to  conduct  this  study,  to  begin  by 
Sq>tember  1994  and  be  completed  by  Sq>tember  30,  199S. 
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This  report  is  the  work  of  a  NAPA  panel  formed  to  conduct  this  study.  The  panel  included 
former  House  and  Senate  members  of  both  parties;  former  staff  to  and  experts  on  Congress;  the 
financial  management  and  auditing  profession;  and  experienced  practitioners  and  professors  of  public 
management  and  public  policy.  The  panel  members,  whose  biographies  are  included  in  Appendix  I, 
were: 

Alan  K.  ("Scotty")  Campbell,  Panel  Chair  Thomas  E.  Mann 

Peter  L.  Szanton,  Vice  Chair  Charles  McC.  Mathias,  Jr. 

Norman  A.  Bolz  C.  Thomas  McMillen 

Margaret  P.  Crenshaw  Chester  A.  Newland 

William  Frenzel  Constance  Berry  Newman 

Edie  N.  Goldenberg  Roger  B.  Porter 
General  Richard  L.  Lawson 

The  panel  met  formally  five  times  (September  24,  November  10  and  December  8-9,  1993,  and 
January  26  and  April  18,  1994)  and  convened  in  smaller  groups  several  other  times.  Panel  members 
read  GAO  reports  and  testimony  as  well  as  general  materials  by  and  about  GAO;  they  participated  in 
focus  group  discussions  and  individual  interviews. 

Annmarie  Walsh  of  the  Institute  of  Public  Administration  served  as  project  director.  Project 
staff  members  are  listed  in  Appendix  11.  The  project  staff  conducted  research  and  prepared 
background  materials  for  the  panel,  reviewing  hundreds  of  GAO  studies  and  other  products,  earlier 
studies  of  GAO,  and  legislation  and  other  materials  related  to  GAO's  roles,  mission,  and  operations. 
The  panel  members  and  staff  held  more  than  100  in-depth  interviews  and  meetings  with  GAO 
managers  and  employees;  congressional  members  and  staffs;  executive  agency  officials,  including  chief 
financial  officers  and  inspectors  general;  and  outside  experts  on  government  programs,  management, 
and  auditing  issues.  GAO  gave  the  staff  orientations  on  its  mission,  organization,  personnel,  policies, 
and  current  issues.   The  project  staff  also  spoke  with  GAO  staff  in  three  regional  offices. 

Discussions  covered  management  systems;  processes  for  defining  and  planning  for  work; 
personnel  requirements  in  terms  of  staff  numbers,  skills  and  training;  operating  practices  and  internal 
reviews  aimed  at  assuring  fairness,  accuracy,  and  product  quality;  systems  to  track  performance;  use 
of  information  technology;  relationships  between  GAO  and  other  government  audit  and  investigative 
agencies;  and  relationships  among  GAO,  the  Congressional  Budget  Office,  Congressional  Research 
Service,  and  Office  of  Technology  Assessment. 

From  these  information  sources  and  independent  research,  the  staff  prepared  issue  papers  and 
case  studies  on  the  topics  requested  by  the  committee  and  the  panel,  including  general  areas  of  GAO's 
work  and  GAO's  specific  work  products  and  activities.  These  materials  formed  the  basis  of  panel 
deliberations  on  the  issues  and  its  development  of  findings  and  recommendations  presented  in  this 
report. 
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I.    GAO'S  HISTORY  AND  STATUTORY  BASE 


GAO  has  always  had  a  broad  mandate  to  examine  and  report  on  activities  using  federal  funds, 
but  GAO's  roles  and  mission  have  evolved  with  changes  in  the  federal  government  and  in  response 
to  specific  statutes.' 

The  Budget  and  Accounting  Act  of  1921'  created  the  Bureau  of  the  Budget  (now  the  Office 
of  Management  and  Budget)  in  the  executive  branch  and  GAO  as  an  agency  indq)endent  of  the 
executive  branch.  The  law  consolidated  federal  budget  formulation  activities  in  the  new  executive 
agency  and  created  GAO  to  '...investigate  all  matters  relating  to  the  receipt,  disbursement,  and 
application  of  public  funds....*'  That  law  also  required  that  GAO  settle  all  claims  and  demands  by 
the  government  or  against  it.  In  addition,  the  enabling  legislation  provided  that  the  comptroller 
genera]  shall: 

•  "Kfake  recommendations  looking  to  greater  economy  or  efficiency  in  public  expenditures,'* 
either  in  an  annual  report  or  in  special  rqwrts,  as  well  as  make  recommendations  concerning 
legislation  he  may  deem  necessary  to  achieve  those  purposes;^ 

•  Prescribe  the  forms,  systems,  and  procedure  for  administrative  appropriation  and  fund 
accounting  in  the  several  dq>artments  and  establishments;'  and 

•  Make  investigations  and  furnish  reports  ordered  by  the  House  or  Senate  or  any  congressional 
committee  with  jurisdiction  over  revenue,  appropriations  or  expenditures,  and  give  that 
committee  any  help  and  information  it  requests.^ 


'GAO  has  documented  this  evolution.  The  panel  made  extensive  use  of  the  reports  in 
GAO's  history  program,  notably  Harry  S.  Havens,  The  Evolution  of  the  General  Accounting 
Office:  From  Voucher  Audits  to  Program  Evaluations,  GA0-0P-2-HP,  January  1990,  and  Roger 
R.  Trask,  GAO  History  1921-1991,  GAO-OP-3-HP,  November  1991,  as  weU  as  other 
background  information  provided  by  former  Comptroller  General  Elmer  Staats. 

'42  Stat.20  (See,  31  U.S.C.  §§  501,  502,  521,  522, 701-704,  711,  712,  716,  719,  731,  771- 
779,  1101,  1104-1108,  nil,  1113,  3301,  3323,  3324,  3521,  3522,  3526,  3529,  3531,  3541, 
3702). 

'See  31  U.S.C.  §  712(1). 

*See  31  U.S.C.  §  719(b)(2). 

'See  31  U.S.C.  §  719(a)(1). 

*See  31  U.S.C.  §3511  which  now  authorizes  prescribing  'accounting  principles,  standards 
and  procedures.' 

'See  31  U.S.C.  §  712(4),  (5). 
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Congress  has  not  substantively  altered  that  original  statutory  language.  But  the  interpretation 
of  GAO's  mission  (by  GAO,  Congress,  the  courts,  and  others),  its  mix  of  work,  and  its  roles  have 
changed  significantly  with  the  addition  of  new  statutory  responsibilities  and  specific  legislative 
mandates,  court  decisions,  and  the  comptroller  general's  priorities. 

Congressional  debates  over  creating  GAO  referred  both  to  what  GAO  calls  "compliance 
auditing"  -  helping  Congress  to  determine  whether  money  has  been  spent  for  the  purposes  for  which 
it  was  appropriated  —  and  to  "performance  auditing"  —  assuring  that  federal  funds  were  spent  wisely, 
economically,  and  efficienUy.  GAO's  activities  in  the  first  several  decades  emphasized  strict 
compliance  with  laws  governing  the  federal  spending  process.  In  its  first  quarter  century,  GAO 
focused  on  detailed  reviews  of  all  individual  vouchers  for  spending  by  executive  agencies,  along  with 
assessments  of  the  validity  of  government  contracts  and  advice  to  the  executive  branch  on  the  legality 
of  its  expenditures.  GAO  did  not  make  use  of  its  full  statutory  authority  to  review  broader  questions 
of  government  management  systems  and  performance. 

In  and  out  of  GAO,  questions  arose  during  the  1930s  and  1940s  as  to  whether  it  was  exercising 
the  independence  Congress  intended.  That  debate  culminated  in  the  Reorganization  Act  of  194S, 
which  stated  that  GAO  was  "part  of  the  legislative  branch  of  government."*  The  Legislative 
Reorganization  Act  of  1946  authorized  and  directed  the  comptroller  general  to  "analyze  expenditures 
of  each  executive  agency  as  the  Comptroller  General  believes  will  help  Congress  decide  whether 
public  money  has  been  used  and  expended  efficiently.** 

As  federal  activities  expanded  in  the  New  Deal  and  World  War  n,  the  burden  of  auditing 
individual  vouchers  for  the  entire  government  grew  beyond  the  capacity  of  even  GAO's  14,000  audit 
clerks.  Comptroller  General  Lindsay  Warren  (1940-1954)  worked  with  Congress  to  develop  a  new 
role  for  GAO.  By  necessity,  during  and  after  the  war,  GAO  began  to  rely  on  executive  agencies  to 
do  their  own  accounting  and  auditing  of  vouchers  prior  to  payment  and  retained  for  itself  primarily 
an  oversight  role  -  to  prescribe  accounting  and  auditing  principles  and  to  review  the  adojuacy  of 
financial  management  processes.  GAO  also  reserved  authority  to  exercise  post-expenditure  audits. 
In  the  Accounting  and  Auditing  Act  of  1950,  Congress  endorsed  and  formalized  this  approach.'" 
That  act  shifted  GAO's  mission  to  a  review  and  monitoring  function,  referred  to  as  "comprehensive 
auditing."  As  a  result  of  this  shift  in  roles  and  functions,  GAO  employment  dropped  ^om  about 
15,000  at  the  end  of  World  War  II  to  about  6,000  by  1954.  GAO  also  shifted  its  recruiting  focus 
firom  audit  clerks  to  accountants,  investigators,  and  program  analysts. 


'59  Stat.  613,  Ch.  582  §  7. 

»60  Stat.  812  (See  particularly  31  U.S.C.  §  712(3)). 

'"64  Stat.  834-38  (See  31  U.S.C.  §§  713,  714,  718,  719,  3326,  3501.  3511-3514,  3521, 
3523,  3524). 
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Two  trends  arose  in  the  1960's: 

1.  GAO  began  more  aggressive  compliance  audits,  such  as  a  series  of  reports  on 
overpayments  to  defense  contractors.  These  reports  led  to  the  so-called  "Holifield 
Hearings, "  by  the  House  Government  Operations  Subcommittee  on  Military  Operations, 
which  produced  a  committee  report  critical  of  how  GAO  treated  the  defense  industry. 
This  report,  together  with  creation  of  the  Defense  Contract  Audit  Agency,  reduced 
GAO's  involvement  in  individual  contract  audits." 

2.  GAO  developed  a  new  role  in  evaluating  government  programs,  beginning  with  an  18- 
month  evaluation  of  economic  opportunity  programs  that  Congress  mandated  in 
1967." 

Comptroller  General  Elmer  Staats  ~  a  former  Bureau  of  the  Budget  official  whom  President 
Johnson  appointed  to  head  GAO  in  1966  —  stressed  program  results  audits,  calling  for  analytical 
techniques  that  related  plans,  policies,  budgets,  actual  expenditures,  and  program  outcomes.  In  this 
work,  GAO  began  to  rely  less  on  the  measurement  of  dollars  and  legality  of  contracts  and  vouchers, 
and  more  on  the  evaluation  of  outcomes  or  results.  The  Legislative  Reorganization  Act  of  1970 
recognized  and  codified  this  approach."  That  law  directed  the  comptroller  general  to  'review  and 
evaluate  the  results  of  a  program  or  activity  carried  on  under  existing  law,  including  the  making  of 
cost  benefit  studies,  when  ordered  by  either  House  of  Congress,  or  upon  his  own  initiative,  or  when 
requested  by  any  committee....*'^  This  provision  created  a  direct  relationship  between  GAO  and  the 
authorizing  committees  (in  addition  to  the  revenue  and  appropriations  committees  with  which  it  was 
directed  to  work  in  the  1921  act). 

The  Congressional  Budget  and  Impoundment  Control  Act  of  1974"  took  several  additional 
steps  affecting  GAO.  The  Congressional  Budget  Act  of  1974,  which  established  the  Congressional 
Budget  Office  (CBO),  also  authorized  the  establishment  of  an  Office  of  Program  Review  and 
Evaluation  at  GAO".    The  Impoundment  Control  Act  of  1974  empowered  GAO  to  review  each 


"Harry  S.  Havens,  The  Evolution  of  the  General  Accounting  Office:  From  Voucher  Audits 
to  Program  Evaluations  (GA0/0P-2-HP),  January  1990,  pp.  5-6  and  p.  10. 

"Review  of  Economic  Opportunity  Programs  (GAO  Report  B130515),  March  18,  1969. 

"84  Stat.  1104(See31U.S.C.  §§702,  717,  719,  720,  731,734,  1105,1106,  1112,  1113). 

'*Cf.  31  U.S.C.  §  717(b). 

"88  Stat.  297.  The  act  had  two  parts,  the  Congressional  Budget  Act  of  1974,  Pub.  L.  93- 
344,  Titles  I-K,  88  Stat.  297  to  332,  and  the  Impoundment  Control  Act  of  1974,  Pub.  L.  93- 
344,  Tide  X,  88  Stat.  332. 

'*88  Stat.  326. 
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presidential  message  rescinding  funds  or  deferring  expenditures,  inform  Congress  about  the  facts, 
effects,  and  legality  of  those  actions,  and  identify  any  other  actions  the  President  should  take.  It  also 
empowered  GAO,  for  the  first  time,  to  institute  litigation  to  compel  compliance  with  the  statute." 

Along  with  general  statutes  applying  to  GAO,  many  laws  over  the  past  20  years  created  specific 
mandates  for  GAO  work,  including  periodic  reports  and  specialized  one-time  studies  on  issues  not 
resolved  by  legislative  debate."  For  example,  Congress  called  on  GAO  to  examine  the  forces 
underlying  energy  price  increases  after  OPEC's  first  oil  embargo,  and  to  review  regularly  the 
reliability  of  data  from  the  Energy  Information  Agency."  Requests  like  this  reflected  Congress's 
growing  distrust  of  information  sources  in  executive  agencies  and  the  private  sector.  Congressional 
demands,  in  virtually  every  policy  area,  have  put  GAO  in  the  middle  of  critical  policy  debates. 

Several  laws  brought  GAO  into  debates  on  the  budget  process,  culminating  in  the  Balanced 
Budget  and  Emergency  Deficit  Control  Act  of  1985  (Gramm-Rudman-Hollings).  Though  it  maintained 
CBO's  major  support  role  in  Congress's  budget  process,  the  law  also  directed  the  comptroller  general 
to  review  OMB's  and  CBO's  estimates  related  to  federal  compliance  with  mandatory  deficit  limits  and 
report  on  any  additional  cuts  ("sequestration")  required  to  meet  those  limits.  The  law  required  that 
the  President  issue  an  order  to  direct  the  spending  reductions  that  the  comptroller  general  specified.^ 

In  Bowsher  v.  Synar,^'  the  Supreme  Court  declared  the  latter  provision  unconstitutional 
because  it  put  GAO  (which  was  outside  the  executive  branch)  and  the  comptroller  general  (removable 
by  joint  resolution  of  Congress)  in  a  position  to  direct  executive  branch  actions.  Bowsher  v.  Synar 
clearly  stated  that  GAO  lacked  authority  to  direct  enforcement  of  its  recommendations  by  executive 
action.^  Under  tiie  1985  budget  law,  GAO  still  monitors  spending  and  recommends  to  Congress 
how  to  cut  the  federal  deficit. 


"88  Stat.  336  (See  2  U.S.C.  §686,  687). 

^^Stamory  Provisions  Relating  to  GAO:  Fiscal  Years  1975-1990,  GAO/OIMC-93-3. 
February  1993,  and  two  internal  documents:  "Active  Mandated  Jobs  as  of  02/23/94"  and  "Open 
Mandates  With  No  Job  Record  as  of  02/23/94"  (GAO/OGC). 

"Havens,  pp.  8-9. 

^102  Stat.  2515  (See  particularly  31  U.S.C.  §  1105). 

^'106  U.S.  3181  (1986). 

^As  recentiy  as  1964,  in  a  case  relating  to  GAO's  review  of  contracting  claims,  tiie  U.S. 
District  Court  in  the  District  of  Columbia  had  stated  that  the  Comptroller  General  "occupies  a 
dual  position  and  performs  a  two-fold  function,"  both  legislative  and  executive.  This  dual  GAO 
role  was  compared  to  those  of  regulatory  commissions.  U.S.  ex  rel.  Brookfield  Const.  Co.  v. 
Stewart,  D.C.D.C.  1964,  234  F.  Supp.  94,  99,  affd.  339  F.2d  753,  119  U.S.App.D.C.  254. 
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A  major  area  of  GAO's  work  relates  to  the  government's  financial  management,  accounting, 
and  financial  reporting  systems,  on  which  Congress  and  the  executive  branch  have  increasingly 
focused.  The  Inspector  General  Act  of  1978  created  internal  auditing  and  investigation  units  in 
executive  agencies  that  report  to  both  executive  officials  and  Congress.^  The  Federal  Managers' 
Financial  Integrity  Act  of  1982  provided  that  "internal  accounting  and  administrative  controls  of  each 
executive  agency  shall  be  established  in  accordance  with  standards  prescribed  by  the  Comptroller 
General...."  It  further  provided  that  "the  Director  of  the  Office  of  Management  and  Budget,  in 
consultation  with  the  Comptroller  General,  shall  establish  guidelines  for  the  evaluation  by  agencies  of 
their  systems  of  internal  accounting  and  administrative  controls...."^  Subsequent  laws  directed  that 
GAO  collaborate  with  0MB  in  areas  of  fmancial  management. 

The  Chief  Financial  Officers  Act  of  1990  (CFO  Act),"  which  GAO  strongly  supported, 
requires  the  appointment  of  CFOs  in  23  federal  agencies  ~  the  14  cabinet  departments  and  nine  major 
executive  agencies.  Building  on  themes  in  the  Inspector  General  Act  and  the  Federal  Managers' 
Financial  Integrity  Act,  the  CFO  Act  requires  executive  agencies  to  prepare  annual  financial  statements 
that  cover  revolving  and  trust  fiinds  and  commercial  operations,  and  places  responsibility  for  arranging 
an  agency  financial  audit  with  the  inspector  general.  In  addition,  it  calls  for  a  pilot  program  for  ten 
agencies  to  produce  audited  department-wide  financial  statements.  The  law  directs  the  CFOs  to 
establish  cost  information  systems  and  systematic  measures  of  performance  related  to  spending  in 
major  programs. 

Under  the  CFO  Act,  the  comptroller  general  may  review  an  agency's  or  government 
corporation's  audit  of  a  financial  statement,  and  must  report  to  Congress,  0MB,  and  the  agency  head 
on  its  results  and  make  appropriate  recommendations.  The  law  gives  GAO  authority  to  directly  audit 
financial  statements  at  the  comptroller  general's  discretion  or  a  congressional  committee's  request. 

The  CFO  Act  has  brought  substantial  changes  in  the  level  of  attention  that  government  agencies 
must  pay  to  financial  management.  It  called  for  executive  leadership  fi-om  the  newly  created  0MB 
deputy  director  for  management  and  established  a  new  position  of  controller  at  the  head  of  0MB' s 
Office  of  Federal  Financial  Management.  It  also  altered  the  role  for  GAO's  financial  auditors.  As 
part  of  implementing  the  CFO  Act,  GAO  has  conducted  several  large-scale  financial  audits  of  agency 
financial  statements  and  has  assisted  agencies  in  developing  their  own  financial  systems  and  statements. 


*%Stat.  1101. 

**96  Stat.  84  (See  31  U.S.C.  §§  1105,  1113,  3512). 

"104  Stat.  2938  (See  particularly  31  U.S.C.  §§  501  notes,  502-506,  901,  901  notes,  902, 
903,  1105,  3511  note,  3512,  3515,  3515  note,  3521  note,  9105,  9106). 
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GAO  continues  selective  review  of  financial  management  practices  across  the  executive  agencies  (see 
Chapter  V  on  GAO  work  products)." 

In  discussions  leading  to  the  CFO  Act,  GAO,  0MB,  and  Treasury  entered  a  Memorandum  of 
Understanding  to  form  the  Federal  Accounting  Standards  Advisory  Board  (FASAB),  designed  to 
formulate  accounting  principles  and  standards  for  the  federal  government.  GAO  staff  are  part  of  the 
FASAB  working  teams  to  develop  and  assess  proposed  standards,  and  GAO  is  also  part  of  the  nine- 
member  board,  while  the  comptroller  general  is  one  of  the  three  principals  of  FASAB  assigned  the 
responsibility  to  vote  on  adopting  any  new  standard.  FASAB  moves  standard  setting  from  GAO  to 
a  cooperative  forum  with  substantial  executive  branch  participation. 

The  Government  Performance  and  Results  Act  of  1993  (GPRA),"  which  GAO  also  supported, 
goes  beyond  the  financial  measures  and  financial  programs  covered  in  the  CFO  Act  by  requiring  each 
executive  department  and  major  agency  to  develop  long-term  strategic  plans,  annual  performance  plans 
and  performance  goals  and  measures,  and  annual  performance  reports  covering  all  major  activities  and 
programs,  beginning  no  later  than  September  30,  1997.  In  the  meantime,  agencies  can  volunteer  to 
participate  in  pilot  projects;  to  date,  0MB  has  approved  more  than  70  pilot  projects.  GPRA  directs 
the  Office  of  Personnel  Management  to  consult  with  GAO  as  well  as  0MB  on  designing  training  for 
managers,  and  requires  the  comptroller  general  to  report  on  the  implementation  of  the  law  at  the  end 
of  the  three-year  pilot  period. 

The  general  management  principles  and  processes  that  GPRA  embodies  highlight  an  issue  that 
remains  at  the  core  of  GAO's  work  —  how  government's  resources  can  be  wisely  and  effectively  used 
to  meet  national  objectives.  On  this  central  issue,  GAO,  Congress,  and  the  executive  branch  are  still 
working  out  their  roles  in  the  context  of  evolving  executive-legislative  relations,  executive  capacities, 
and  the  themes  of  reforming  and  redesigning  government. 


^A  1992  GAO  transition  report  cited  serious  weaknesses  and  delays  in  implementing  the 
CFO  Act.  Financial  Management  Issues,  GAO/OCG-93-4TR,  December  1992.  It  noted  that 
"The  current  systems  are  in  extremely  poor  condition.  .  .  .  Sixteen  of  the  23  agencies  covered 
by  the  CFO  Act  have  problems  relatai  to  their  financial  systems  on  OMB's  high  risk  list"  (pp. 
25-26).  Moreover,  "0MB  still  has  woefully  limited  resources  committed  to  this  office"  (p.  16). 
Congress  appropriated  only  two-thirds  of  the  amount  that  the  administration  requested  in  fiscal 
1991  for  preparation  and  audit  of  financial  statements.  Of  the  23  CFOs  required  by  law,  by 
February  1,  1994,  the  Senate  had  confirmed  14  ~  nine  in  cabinet  departments,  five  in  other 
agencies  -  while  seven  were  serving  in  an  acting  capacity,  and  two  nominees  were  awaiting 
Senate  confirmation. 

"107  Stat.  285  (See  particularly,  31  U.S.C.  §§  1101  note,  1105,  1115,  1115  note,  1116- 
1119,  9703,  9704). 
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n.   PROFILE  OF  GAO  TODAY 


GAO  is  an  organization  of  about  4,500  employees  with  a  fiscal  year  1994  appropriation  of 
$430.8  million.  Just  under  two-thirds  of  GAO  employees  work  in  or  near  Washington,  D.C.  -  in 
GAO  headquarters  or  in  29  other  "audit  sites"  near  or  within  the  offices  of  executive  branch  agencies 
that  GAO  studies  or  audits.   The  remaining  third  (1,698  in  fiscal  1993)  work  in  field  offices. 

The  comptroller  general,  whom  the  President  appoints  with  the  advice  and  consent  of  the 
Senate,  is  GAO's  chief  executive  officer.  The  comptroller  general  serves  a  15-year  term  and  may  not 
be  reappointed.  He  or  she  can  be  removed  by  impeachment  or  joint  resolution  of  Congress,  which 
requires  the  President's  signature. '* 

While  the  President  nominates  the  comptroller  general.  Congress  in  1980  provided  for  the 
establishment  of  a  congressional  commission  to  develop  a  list  of  individuals  for  the  President  to 
consider  for  the  job.^  The  commission  recommends  at  least  three  individuals  for  a  vacancy,  and  the 
President  may  ask  the  commission  to  recommend  additional  names.  Such  a  commission  has  been 
formed  once,  in  1981,  when  President  Reagan  appointed  the  current  comptroller  general,  Charles  A. 
Bowsher,  to  the  position.  The  President  must  next  appoint  a  comptroller  general  in  1996  for  a  15-year 
term,  running  through  2011. 

By  statute  and  tradition,  the  comptroller  general  has  a  highly  visible  position  in  government, 
with  substantial  responsibilities.^  In  fact,  most  authorizing  legislation  related  to  GAO's 
responsibilities  directs  the  comptroller  general  ~  not  GAO  -  to  respond  to  congressional  requests  and 
undertake  the  various  studies  and  activities. 

Like  GAO's  function  and  structure,  its  workforce  has  evolved  to  meet  changing  needs  and 
demands.  In  the  1970s,  GAO's  predominant  focus  shifted  from  accountants  and  auditors  to  evaluators 
with  education  in  social  sciences,  public  administration,  business  administration,  statistics,  computer 
technology,  economics,  and  other  non-accounting  disciplines.  In  1993,  GAO  categorized  57  percent 
of  its  employees  as  evaluators  and  another  15  percent  as  evaluator-related. 


^Grounds  for  removing  the  comptroller  general  are  limited  to  permanent  disability, 
inefficiency,  neglect  of  duty,  malfeasance,  or  a  felony  or  conduct  involving  moral  turpitude. 

"31  U.S.C.  703(a)(2)-(3).  The  commission  is  composed  of  the  President  pro  tempore  of 
the  Senate,  Speaker  of  the  House  of  Representatives,  majority  and  minority  leaders  of  the  House 
and  Senate,  and  the  chairs  and  ranking  minority  members  of  the  Senate  Committee  on 
Governmental  Affairs  and  the  House  Committee  on  Government  Operations. 

'''From  a  constitutional  perspective,  the  Supreme  Court  in  Bowsher  v.  Synar  found  that  "the 
removal  powers  over  the  Comptroller  General's  office  dictate  that  he  will  be  subservient  to 
Congress."   478  U.S.  714,  730. 
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Under  the  General  Accounting  Office  Personnel  Act  of  1980,"  GAO  has  its  own  pay  and 
personnel  system,  parallel,  but  not  identical,  to  the  executive  branch  system.  GAO's  pay  and 
personnel  system  classifies  evaluator  and  evaluator-related  positions  in  three  broad  pay  bands  and  the 
Senior  Executive  Service  (SES).  Nearly  all  its  entry-level  hires  into  those  positions  have  college 
degrees,  and  over  70  percent  have  doctoral  or  master's  degrees.  The  share  of  GAO  employees  in 
higher  pay  bands  has  risen  slightly  in  recent  years,  partly  reflecting  GAO's  increased  emphasis  on 
hiring  experienced  mid-level  analysts  and  technical  experts  to  conduct  the  increasingly  specialized 
research  studies  that  GAO  is  called  upon  to  do. 

GAO  organizes  its  audit  and  evaluation  staff  in  six  divisions,  within  which  are  35  "issue  areas" 
that  cover  the  major  federal  program  and  policy  areas  (see  Table  1).  SES-level  directors  head  up  each 
issue  area;  each  director,  in  turn,  manages  a  staff  of  evaluators  and  is  responsible  for  planning  and 
directing  work  in  his  or  her  particular  area.  GAO  also  has  staff  offices  that  advise  the  issue  area  staffs 
-  e.g. ,  the  Office  of  General  Counsel  (which  conducts  bid  protests  and  drafts  opinions  on  the  legality 
of  executive  agencies'  receipt  and  expenditure  of  public  funds),  the  Office  of  the  Chief  Economist 
(which  oversees  and  advises  on  overall  approaches  and  methods  of  conducting  economic  analysis),  the 
Office  of  Program  Planning  (which  leads  GAO's  strategic  and  operational  planning  processes),  and 
the  Office  of  Special  Investigations.  One  division,  Program  Evaluation  and  Methodology,  advises 
other  divisions  and  issue  areas  on  the  design  and  methodology  for  conducting  program  evaluations, 
and  conducts  program  evaluations  of  its  own. 

GAO  produces  several  types  of  work  products,  including  written  reports,  testimony,  briefings, 
correspondence,  and  legal  opinions.  For  fiscal  year  1993,  GAO  reported  that  it  issued  1,305  audit 
and  evaluation  products,  including:  979  reports  to  Congress  and  agency  officials  (including  183 
"chapter  reports,"  497  shorter  "letter  reports,"  129  pieces  of  numbered  and  published  correspondence, 
40  fact  sheets,  35  briefing  reports,  and  95  products  for  agencies,  collectively  known  as  "blue  books," 
for  their  blue  covers);  136  formal  oral  briefings  for  congressional  members  and  staff,  and  190  pieces 
of  congressional  testimony.  In  addition,  GAO  issued  nearly  4,000  legal  opinions.  GAO  also  prepares 
shorter  correspondence  in  response  to  less  complicated  and  quicker  turnaround  requests  from 
Congress. 

In  addition,  GAO  provides  numerous  briefings  to  executive  branch  agencies  about  its  ongoing 
work  ~  a  way  to  share  information  and  findings  and  build  understanding  of  substantive  issues  and 
recommendations,  particularly  in  the  financial  and  management  areas  where  agencies  have  the 
responsibility  for  implementing  the  recommendations.  GAO  employees  frequently  are  insiied  to  speak 
to  conferences  and  meetings  of  their  professional  peers  about  the  results  of  projects  that  GAO  has 
completed,  the  general  substantive  lessons  they  learned  in  the  coarse  of  their  work,  and  the 
methodologies  and  approaches  they  have  found  useful. 


"94  Stat.  27  (See  5  U.S.C.  §§  2108,  5102,  5342,  7328;  31  U.S.C.  §§  711,  731-733.  735, 
736,  751-755;  42  U.S.C.  §  2000e-16). 
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TABLE  1 
GAO  DIVISIONS  AND  ISSUE  AREAS 

GENERAL  GOVERNMENT  DIVISION  (GGD) 
Financial  Institutions  and  Markets 
Tax  Policy  and  Administration 
Administration  of  Justice 

International  Trade,  Finance,  and  Competitiveness 
Federal  Management 
Federal  Human  Resource  Management 
Government  Business  Operations 

HEALTH,  EDUCATION  AND  HUMAN  SERVICES  (HEHS) 
Income  Security 
Federal  Health  Care  Delivery 
Health  Financing  and  Policy 
Education  and  Employment 

NATIONAL  SECURITY  AND  INTERNATIONAL  AFFAIRS  (NSIAD) 
National  Security  Analysis 
Military  Operations  and  Capabilities 
Acquisition  Policy,  Technology  and  Competitiveness 
Systems  Development  and  Production 
Defense  and  NASA  Management 
International  Affairs 

RESOURCES,  COMMUNITY,  AND  ECONOMIC  DEVELOPMENT  (RCED) 
Energy  and  Science 
Food  and  Agriculture 
Transportation  and  Telecommunications 
Housing  and  Community  Development 
Environmental  Protection 
Natural  Resources  Management 

ACCOUNTING  AND  INFORMATION  MANAGEMENT  (AIMD) 
Budget  Issues 
Corporate  Audits 
Defense  Audits 
Civil  Audits 

Legislative  Review  and  Audit  Oversight 
Central  Core  Group 

Defense  and  Security  Information  Systems 
General  Govenmient  Information  Systems 
Human  Resources  Information  Systems 
Resources,  Community,  and  Economic  Development  Information  Systems 

PROGRAM  EVALUATION  AND  METHODOLOGY  (PEMD) 
Program  Evaluation  and  Methodology 


NOTE:  GAO  also  has  a  small  Office  of  Special  Investigations  that  is  classified  as  an  issue  area. 
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TABLE  2 

GAO  FIELD  OFFICES  AND  SUB-OFFICES 

MAY  1994 


GAP  FIELD  OFFICES 

Atlanta,  GA 

Boston/New  York  • 

Chicago/Detroit  * 

Dallas,  TX 

Denver,  CO 

Kansas  City,  MO 

Los  Angeles,  CA 

Norfolk,  VA 

San  Francisco,  CA 

Seattle,  WA 

European  office  (Frankfurt,  Germany) 

Philadelphia.  PA  closing  in  FY  1994 

Far  East  (Honolulu,  HI)        closing  in  FY  1995 

Cincinnati,  OH  closing  in  FY  1996 


GAO  SUB-OFFICES 


Dayton,  OH 
Huntsville,  AL 
Portland,  OR 
Raleigh,  NC 
Sacramento,  CA 
St.  Louis,  MO 
Albany,  hfY 
Indianapolis,  IN 
Albuquerque,  NM 


closing  in  FY  1994 
closing  in  FY  1994 
closing  in  FY  1995 


Oklahoma  City,  OK  closing  in  FY  1995 
San  Antonio,  TX       closing  in  FY  1995 


*  These  are  counted  as  a  single  office  because 
there  is  one  manager  for  both  locations. 
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GAO's  issue  area  staffs  produce  most  of  the  reports  and  testimony  that  GAO  issues.  Through 
its  first  four  decades,  GAO's  investigators  served  on  a  general  investigative  staff.  Later,  GAO 
assigned  the  individuals  auditing  and  evaluating  government  to  civil  or  defense-related  units,  and 
within  those  units  they  specialized  in  studying  particular  government  organizations.  GAO  initiated  the 
current  structure  of  divisions  and  issue  areas  in  the  1970s,  hoping  to  bring  together  people  working 
on  government  programs  and  issues  related  to  a  particular  public  purpose  —  e.g.,  housing  or  economic 
development  —  that  cuts  across  organizational  lines.  For  many  years,  GAO  relied  heavily  on  auditors 
and  evaluators  who  rotated  among  program  or  issue  areas  and  could  be  assigned  to  a  variety  of  areas 
and  types  of  studies.  But  in  the  last  five  years,  it  has  built  technical  and  program  expertise  in  specific 
issue  areas  partly  by  having  staff  members  remain  in  an  issue  area  for  a  longer  time,  rather  than 
rotating  to  another  division  or  issue  area. 

GAO's  field  offices  have  witnessed  a  parallel  development.  Created  to  address  demands  for 
wide-ranging  research  and  investigations  during  the  New  Deal  and  World  War  II,  GAO's  field  offices 
now  number  14,  with  1 1  "sub-offices"  (GAO  plans  to  close  3  field  offices  and  5  sub-offices  in  the  next 
three  years)  (see  Table  2). 

Until  the  last  few  years,  evaluators  in  the  field  were  generalists  who  applied  their  auditing  and 
research  skills  across  a  wide  spectrum  of  programs  and  issues.  Under  GAO's  new  concept  of  "core" 
teams,  field  staff  are  assigned  to  particular  issue  areas  that  generally  relate  to  their  previous 
concentrations  of  work  and  areas  of  expertise  and,  where  applicable,  the  predominant  government 
activities  in  their  geographic  locations.  Generally,  staff  teams  in  several  field  offices  are  assigned  to 
work  with  each  issue  area.  This  arrangement  is  intended  to  allow  issue  area  directors  to  manage  more 
directly  the  work  in  the  field;  to  nourish  greater  familiarity  with,  and  expertise  on,  specific  issue  areas 
in  the  field  staffs;  and  to  foster  closer,  longer-term  relationships  between  field  and  headquarters  staffs. 

GAO  is  currently  investing  in  communications  and  information  technology  to  give  its 
employees  greater  capacity,  increase  their  effectiveness  and  efficiency,  and  improve  links  among 
headquarters  and  field  offices.  The  planned  agency-wide  computer  network  is  not  expected  to  be  fully 
operating  until  the  end  of  fiscal  year  1995.  GAO  has  recently  installed  video  tele-conferencing 
facilities  in  headquarters  and  field  offices,  allowing  staff  members  and  others  to  share  information  and 
interact  more  effectively.  As  GAO  develops  improved,  state-of-the  art  communications  systems  and 
information  technology,  it  should  be  able  to  achieve  broader,  faster  transmission  of  data  and  written 
work  among  GAO  employees  on  a  project,  thus  reducing  the  time  involved  in  preparing  and  reviewing 
work  (see  Chapter  IV  on  GAO  work  processes).  The  advent  of  improved  computer  systems  at  GAO 
will  allow  auditors  and  evaluators  to  gain  access  to  a  larger  amount  of  data  and  analyze  it  more 
quickly  and  easily,  and  could  speed  the  distribution  of  reports,  testimony,  and  other  products  that 
Congress  requests  of  GAO.  Improved  communications  and  information  technology  also  are  likely  to 
contribute  to  changes  in  the  design  of  internal  work  processes,  the  mix  and  type  of  skills  that  GAO 
needs,  and  the  type  of  products  that  will  be  most  helpful  to  Congress.'^ 


^Opportunities  for  the  Use  of  Information  Resources  and  Advanced  Technologies  in 
Congress:  A  Study  for  the  Joiru  Committee  on  the  Organization  of  Congress,  by  Robert  Lee 
Chartrand  and  Robert  C.  Ketchum  of  the  Carnegie  Commission  on  Science,  Technology,  and 
Government,  October  1993,  provides  valuable  background  and  findings  in  this  area. 
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Since  1992,  GAO  has  cut  its  staff  by  more  than  10  percent,  to  its  current  level  of  about  4,500 
employees.  Iii  line  with  the  administration's  goal  of  a  12  percent  cut  in  executive  branch  personnel 
in  this  decade,  the  comptroller  general  has  established  a  total  goal  of  a  12  percent  reduction  from  its 
1992  base-level  employment  by  1996.  In  addition  to  closing  or  consolidating  field  offices,  GAO 
instituted  a  hiring  freeze  in  February  1992  and  implemented  an  early  retirement  incentive  program 
approved  in  the  fiscal  year  1994  Legislative  Appropriations  Act.  More  than  400  GAO  employees, 
many  of  them  highly  ranked,  accepted  the  incentive  and  resigned  or  retired  by  the  January  1,  1994 
deadline.  The  retirements,  affecting  every  level  of  the  workforce,  have  reduced  the  average  grade 
level  somewhat  and  opened  up  positions  at  high  levels  at  GAO.  The  reduced  staff  size,  combined  witli 
the  retirements,  creates  both  challenges  and  opportunities  for  GAO  in  managing,  developing,  and 
directing  its  staff  resources. 

The  CFO  Act  created  new  demands  for  experienced  accountants  and  financial  management 
experts  at  GAO,  prompting  its  hiring  of  US  people  with  accounting  and  financial  systems 
backgrounds,  including  31  Certified  Public  Accountants,  in  fiscal  years  1990-91.  Similarly,  emerging 
denands  on  GAO  will  require  a  shift  in  its  priorities  for  staff  in  the  coming  years.  In  recent  years, 
GAO  has  sought  more  highly  specialized,  senior-level  technical  staff,  for  a  variety  of  reasons:  the 
increasingly  complicated,  specialized,  technical  work  that  its  employees  now  must  perform;  pressures 
to  reduce  its  budget  and  workforce,  all  of  which  make  each  new  employee  that  much  more  valuable; 
and  the  new  perspectives  that  experienced  senior-level  hires  from  outside  the  organization  can  bring. 

Generally,  GAO  has  attracted  top  graduates  from  accounting,  public  administration,  and  social 
.science  programs  in  the  nation's  colleges  and  universities,  according  to  interviews  with  GAO 
representatives  and  their  professional  peers  outside  the  agency.  The  organization  has  been  known  for 
challenging  and  visible  assignments,  high  professional  standards,  and  opportunities  for  advancement. 
Generally,  interviewees  believe  that  GAO  still  attracts  bright  college  graduates  and  master's  and 
doctoral  degree  candidates,  as  well  as  talented  people  at  a  more  advanced  point  in  their  careers. 

Traditionally,  GAO  has  promoted  from  within.  Many  high-ranking  employees  have  spent  their 
entire  careers  at  GAO.  Typically,  the  agency  has  started  auditors  and  evaluators  at  the  entry  level, 
■then  trained  them  for  audits  and  investigations.  Since  1988,  GAO  has  maintained  an  internal  Training 
Institute  as  the  central  provider  and  coordinator  of  training  for  employees.  All  evaluators  and 
evaluator-related  employees  must  complete  80  hours  of  Continuing  Professional  Education  credits 
every  two  years.   The  Training  Institute  has  developed  an  extensive  curriculum  for  evaluators. 

Each  GAO  employee  receives  at  least  an  annual  performance  appraisal,  and  GAO  also  has  a 
pay-for-performance  ranking  system.  Employees  have  raised  various  concerns  about  the  appraisal  and 
pay-for-performancc  systems.  At  a  House  Government  Operations  Committee  hearing  on  October  28, 
1993,  representatives  of  GAO's  Mid-Level  Employees  Council  and  its  Career  Level  Council  raised 
several  points,  including:  the  effects  of  current  employee  performance  systems  on  employee  teamwork 
and  morale;  the  possibility  of  bonuses  for  teams  rather  than  individuals;  the  impact  of  including 
employees  and  their  supervisors  in  the  same  broad  bands  and  bonus  pools;  limitations  on  advancement 
opportunities  at  GAO;  pressures  for  higher  productivity  created  by  downsizing;  the  need  to  improve 
GAO  fecilities  and  computer  and  information  systems;  and  levels  of  communication  and  trust 
throughout  the  agency.  The  pay-for-performance  system  is  an  important  area  for  internal  GAO 
review,  particularly  in  light  of  employee  concerns  about  its  effects  on  relative  pay  and  morale  and  the 
seeming  conflict  with  the  emphasis  on  teamwork  at  GAO.^' 


"GAO's  Quality  Council  has  recently  announced  as  one  of  its  five  priorities  the  development 
of  a  pay-for-performance  compensation  system  for  evaluators  and  attorneys  that  reflects  quality 
management  concepts.  GAO  Management  News,  May  9-13,  1994,  p.  3,  and  May  23-27,  1994, 
p.  2. 
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m.  GAO'S  MISSION  AND  ROLES 


A  review  of  GAO's  73  years  of  history  shows  that  GAO's  mission  and  roles  have  been  largely 
shaped  by  legislative  history  and  GAO's  place  in  legislative-executive  interactions.  In  recent  years, 
two  internal  processes  at  GAO  have  been  influencing  its  direction:  GAO's  strategic  planning  process 
and  its  total  quality  management  (TQM)  initiative.  In  this  chapter,  the  panel  presents  findings  and 
recommendations  on  GAO's  mission  and  roles,  as  well  as  the  contribution  of  its  TQM  and  strategic 
planning  processes. 


GAO's  Vision,  Mission,  and  Guiding  Principles 

As  part  of  its  TQM  effort  in  1990-91,  GAO  produced  the  following  definitions  of  its  vision, 
mission,  and  guiding  principles: 

•  The  vision:  "We  aspire  to  be  the  world's  leading  organization  engaged  in  audit,  evaluation, 
and  public  policy  analysis. " 

•  The  mission:  "We  seek  to  achieve  honest,  efficient  management  and  full  accountability 
throughout  government.  We  serve  the  public  interest  by  providing  members  of  Congress  and 
others  who  make  policy  with  accurate  information,  unbiased  analysis,  and  objective 
recommendations  on  how  to  best  use  public  resources  in  support  of  the  security  and  well  being 
of  the  American  people. " 

•  The  guiding  principles:  "Commitment  to  quality  is  the  single  most  important  principle 
governing  our  work.   We  define  quality  as  work  that  is 

•  objective  and  independently  derived, 

•  accurate,  timely,  and  meaningful,  and 

•  presented  in  a  way  that  is  most  useful  to  responsible  officials." 

"We  value  our  people  and  the  diversity  they  bring.    We  are  committed  to  continuing  self- 
examination  to  achieve  organizational,  procedural,  and  individual  improvement."" 

GAO's  mission  and  vision  statements  draw  elements  from  its  legislated  mandate  (although 
neither  the  vision  nor  mission  statement  precisely  mirrors  the  functions  that  the  law  directs  GAO  to 
perform  —  audit,  expenditure  analysis,  program  evaluation,  legal  reviews,  and  other  functions 
enumerated  in  Chapter  II).  However,  the  vision  and  mission  statements  -  depending  on  interpretation 
—  suggest  roles  and  functions  that  reach  beyond  those  the  panel  fmds  appropriate  or  feasible  for  GAO. 


^Se&  GAO,  Continuous  Improvement:  The  Quality  Challenge,  "Quality  Improvement  Plan: 
Early  Implementation"  (GAO/QMG-92-1),  November  1991,  and  "Quality  Improvement  Plan: 
An  Update"  (GAO/QMG-93-1),  March  1993. 
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GAO's  internal  mission  statement  raises  key  questions  about  the  organization's  appropriate  role 
and  functions.  The  critical  phrase  is  "how  best  to  use  public  resources  in  support  of  the  security  and 
well  being  of  the  American  people."  As  long  as  GAO  is  "providing  accurate  information,  unbiased 
analysis,  and  objective  recommendations,"  it  is  filling  an  essential  purpose;  however,  if  GAO  moves 
beyond  evaluating  processes  and  systems  for  implementing  laws  and  national  priorities  to  suggest  shifts 
in  allocations  among  national  goals  and  priorities,  it  moves  into  the  basic  political  functions  of 
democratic  government.  Congress,  the  President,  and  other  elected  officials  establish  federal  goals 
and  priorities.  Defining  broad  new  policy  directions  for  the  nation  and  designing  new  programs  are 
areas  in  which  Congress  and  the  entire  political  system  are  supplied  with  multiple  sources  of  advice. 

No  organization  leads  the  world  in  all  three  functions  that  GAO  identifies  in  its  vision 
statement.  To  become  the  world's  leading  organization  in  public  policy  analysis,  GAO  would  need 
substantially  more  specialized,  technical  expertise  and  staff  resources  and  capacities  in  substantive 
areas  far  beyond  its  current  scope.  It  would  have  to  perform  much  more  in-depth  research  and 
assessments  of  prospective  program  and  legislative  options  and  their  potential  effects,  with  a  much 
greater  emphasis  on  academic  sources,  mathematical  models,  and  quantitative  data  than  most  of  GAO's 
audiences  expect  or  want  in  its  work.  Building  an  emphasis  on  policy  work  also  would  place  a  strain 
on  GAO's  traditional  roles  in  audit  and  evaluation,  and  create  growing  conflicts  between  weighing 
values  or  policy  interests  (where  consensus  on  objectives,  standards,  and  research  methods  and 
objectives  is  lacking)  and  maintaining  GAO's  internal  standards  for  independent  audit  and  evaluation, 
set  out  in  its  Policies/Procedures  Manual  and  also  in  the  "yellow  book"  that  GAO  issues  presenting 
standards  for  auditors  in  Federal,  state,  and  local  government." 

This  is  not  to  say  that  GAO  should  not  make  contributions  to  policy  development.  Public 
policy  is  affected  by  nearly  every  type  of  GAO  work,  from  highly  focused  financial  audits  to  broad 
program  evaluations.**  "ITie  panel  recognizes  that  it  is  not  possible  to  draw  a  clear  line  between 
policy-related  work  and  audit,  evaluation,  and  other  functions.  Much  of  GAO's  work  touches  on 
programs  and  organizations  in  which  members  of  Congress,  agencies,  and  others  have  a  stake.  When 


'*The  "yellow  book"  is  formally  titled  Government  Auditing  Standards:  Standards  for  Audit 
of  Governmental  Organizations,  Programs,  Activities,  and  Functions  (GAO/OGC-94-4),  1994 
Revision,  which  was  issued  in  June  1994.  The  "yellow  book"  does  not  explicitly  apply  to  GAO 
but  GAO  does  establish  the  standards  to  guide  government  auditors  and  does  generally  reflect 
the  standards  in  its  own  internal  training  and  policies. 

'*GAO's  work  relates  in  several  ways  to  the  question  of  how  best  to  use  public  resources 
to  meet  identified  goals.  First,  GAO  audits  current  uses  of  public  resources  and  evaluates  and 
advises  on  the  effectiveness  and  efficiency  of  existing  programs  and  systems.  From  that  work, 
it  has  a  basis  for  identifying  where  programs  require  more  or  fewer  resources  to  achieve  stated 
goals,  and  also  for  identifying  avenues  for  improving  the  specific  management  systems, 
processes,  and  institutional  structures  by  which  the  resources  are  applied.  Second,  GAO's 
evaluations  of  existing  programs  and  organizations  provide  information  from  which  to  compare 
current  or  potential  options  for  achieving  a  policy  goal  and  to  develop  conclusions  on  which  ones 
might  be  more  or  less  costly,  efficient,  and  effective  in  the  future. 
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GAO  assesses  the  economy,  efficiency,  or  effectiveness  of  a  program  or  organization,  its  assessment 
likely  will  affect  policy  and  political  interests.  If  evaluations  reveal  that  a  program  is  not  achieving 
intended  goals,  the  evaluators  need  to  consider  whether  the  management  and  administration  are 
functioning  properly  or  whether  the  initial  design,  goals,  and  policy  itself  are  flawed.  But  all  of  its 
policy-related  reports  should  have  a  firm  foundation  in  factual  evidence  and  explicit  evaluation  criteria. 

The  more  GAO  is  involved  in  recommending  new  policies,  the  more  it  is  pulled  into  conflicts 
among  policy  positions  on  which  there  is  no  consensus  about  goals  or  how  to  weigh  them.  The  further 
GAO  moves  into  debates  over  values-based  policy  matters,  the  more  frequently  it  will  encounter 
controversy  and  possible  opposition  in  Congress,  springing  from  differences  in  policy  priorities, 
political  and  constituent  interests.  This  can  erode  GAO's  reputation  for  objectivity.  Interviews 
conducted  for  this  study  provide  evidence  of  this  problem,  even  among  congressional  staffs  who  most 
strongly  support  GAO.  GAO  cannot  avoid  all  controversy,  even  when  its  work  is  well-grounded  in 
balanced  sources  and  reliable  data  ~  and  GAO  should  not  try  to  avoid  controversy.  GAO  can  and 
should  provide  fact-based  findings  and  recommendations  that  Congress  and  other  decisionmakers  can 
consider  in  formulating  policy.  However,  GAO  should  avoid  work  that  will  erode  its  reputation  for 
objectivity  and  professional  competence. 

GAO  has  its  greatest  impact  with  policy  makers  when  it  works  from  a  foundation  of  sound 
research,  audit,  evaluation,  and  analysis,  to  fill  data  gaps  in  crucial  policy  and  program  areas.  GAO 
is  uniquely  positioned  to  perform  cross-cutting  assessments  of  programs  that  span  agencies  and 
activities  in  which  government  participates,  comparing  their  relative  outcomes  and  contributions  to 
achieving  similar  goals.  GAO  must  carefully  guard  against  engaging  in  work  that  involves  purely 
policy  recommendations,  removed  from  a  factual  base  in  research  and  evaluation. 

GAO's  vision  and  mission  statements  are  so  ambitious  that  pursuing  them  poses  two  significant 
problems.  First,  to  meet  them  would  require  staff  skills  and  resources  far  beyond  those  GAO  now 
possesses  or  what  is  appropriate  or  necessary  for  an  independent  audit  and  evaluation  organization  to 
fulfill  its  intended  role.  Second,  it  would  threaten  to  take  GAO  beyond  its  base  and  its  strengths  into 
a  much  more  active  role  in  value-laden  policy  analysis  and  policy  formulation  that  is  inappropriate  for 
GAO  and  would  jeopardize  its  credibility  in  its  essential  hmctions  of  auditing  and  fact-based 
evaluation. 

To  maintain  its  reputation  and  its  value  as  an  institution,  GAO  must  serve  a  clear  mission, 
perform  the  functions  that  match  its  capacities  and  appointed  roles,  and  satisfy  the  legitimate  needs 
of  Congress  and  the  government  for  research,  audit,  and  evaluation  of  systems  and  performance  of 
government  programs  and  organizations.  GAO  best  serves  Congress  and  the  public  interest  when  it 
provides  information,  fact-based  analysis,  and  objective  recommendations  ~  particularly  focused  on 
questions  related  to  efficiency  and  effectiveness  in  using  public  funds,  design  and  performance  of 
government  programs,  and  the  adequacy  of  systems  for  managing  and  administering  programs  and 
finances. 
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RECOMMENDATION: 

GAO  should  revise  its  vision  and  mission  statements  to  reflect  a  more  focused  and  realistic 
set  of  goals  and  functions,  building  on  its  guiding  principles,  along  the  following  lines: 

GAO's  principal  mission  is  to  produce  quality  research  and  analysis 
that  is  objective  and  independently  derived;  fact-based,  accurate,  and 
timely;  and  presented  in  a  way  that  will  be  meaningful  and  useful  to 
responsible  officials  performing  oversight  and  formulating  legislation 
and  policies  to  guide  the  management  and  accomplishment  of  vital 
public  purposes. 


GAO  Strategic  Plans  and  Priorities 

In  pursuing  its  vision,  mission,  and  guiding  principles,  GAO  relies  on  a  series  of  management 
strategies  and  processes,  beginning  with  internal  strategic  planning.  GAO  lias  conducted  strategic 
planning  for  years  and  the  process  continues  to  evolve.  The  process  affects  how  GAO  managers  and 
leaders  view  their  work,  choose  among  projects,  allocate  resources,  and  plan  for  the  future. 

GAO's  strategic  planning  links  the  internal  mission  statement,  the  comptroller  general's 
priorities,  interests  that  congressional  committees  and  staffs  raise,  and  GAO's  ongoing  work  programs. 
The  process  begins  with  guidelines  to  the  issue  areas.  In  the  current  planning  cycle,  the  guidelines 
for  fiscal  year  1994  plans  not  only  include  functional  objectives  but  also  call  for  a  five  percent 
reduction  from  current  staff-year  allocations. 

GAO's  division  directors  and  issue  area  directors  then  develop  two-  to  three-year  strategic  plans 
and  associated  one-year  work  plans,  identifying  likely  priority  issues  and  subject  areas  and  outlining 
near-term  products  that  fit  those  areas.  The  key  actors  in  this  process  are  the  issue  area  directors. 
During  1993  and  early  1994,  each  of  them  developed  a  new  strategic  planning  memorandum  to  submit 
to  the  comptroller  general  and  OPP,  in  response  to  the  guidelines.  GAO  first  gathered  the  issue  area 
plans  into  a  single  volume  in  1990;  the  January  1993  update.  Strategic  Plans:  Issue  Area  Plan 
Summaries,  covered  activities  for  fiscal  years  1993-1995.  GAO  does  not  share  its  strategic  plan  or 
related  documents  outside  the  organization;  the  strategic  plan  summaries  are  not  available  for 
distribution  and  are  not  circulated  to  congressional  members  or  staffs  or  executive  branch  agencies. 

The  panel  studied  GAO's  strategic  planning  guidance  and  the  January  1993  document.  Strategic 
Plans:  Issue  Area  Summaries.  Project  staff  also  analyzed  33  plan  update  memos  that  were  prepared 
and  submitted  to  OPP  from  the  issue  areas  in  1993  and  1994.  These  documents  and  discussions  with 
GAO  personnel  indicate  an  emphasis  on  playing  major  roles  in  policy  formulation.  For  fiscal  year 
1993,  the  guidance  to  issue  area  directors  for  developing  work  plans  and  priorities  stressed  that  GAO's 
work  should  "contribute  to  the  dialogue  on  our  nation's  ability  to  compete  in  the  global  market."" 


"Memorandum  of  November  21 ,  1991 ,  from  Donald  J.  Horan  to  the  Program  Planning  Committee 
and  the  Heads  of  Divisions  and  Offices,  "Issue  Area  Planning  Guidance  for  Fiscal  Year  1993,"  p.  2. 
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GAO's  guidelines  on  its  objectives  and  work  priorities,  first  established  in  1990  and  reiterated 
in  many  forms  by  the  comptroller  general,  indicate  that  GAO's  work  should  focus  on  assignments  with 
the  potential  to: 

1.  Contribute  to  congressional  decision-making  on  significant  public  policy  issues; 

2.  Fulfill  statutory  and  legislative  requirements  and  commitments; 

3.  Identify  and  eliminate  serious  mismanagement,  fraud,  and  abuse; 

4.  Realize  large  dollar  savings  for  the  government  and  the  taxpayers; 

5.  Change  policies,  procedures,  and  management  structures  of  major  government  programs  to 
better  achieve  desired  program  results  and/or  achieve  objectives  at  lower  cost; 

6.  See  that  major  government  programs  comply  with  applicable  laws  and  regulations  and  funds 
are  spent  legally; 

7.  Ensure  that  funds  of  major  government  programs  are  accounted  for  accurately;  and 

8.  Enhance  GAO's  methodological  and  technical  skills.^' 

As  discussed  with  vision  and  mission,  GAO  seems  to  be  exceeding  its  appropriate  role  in  this 
delineation  of  its  guidelines.  GAO's  work  could  "contribute"  to  all  of  these  goals,  but  GAO  cannot 
reach  them  on  its  own.  This  is  not  a  matter  of  semantics.  GAO  cannot  "realize"  savings,  "change" 
policies,  or  even  "ensure"  that  funds  are  accurately  accounted  for;  it  does  contribute  by  providing 
information,  evaluating  program  results,  assisting  with  development  of  financial  systems,  and  advising 
on  the  adequacy  of  other  management  systems  and  processes.  GAO  needs  to  acknowledge  and  focus 
on  what  it  can  actually  accomplish  and  recognize  its  appropriate  role  in  relation  to  Congress  and  the 
executive  branch  ~  both  of  which  play  direct  roles  in  making  dollar  savings,  changing  polices, 
procedures,  and  management  structures,  seeing  that  major  programs  account  for  funds  and  comply 
with  laws  and  regulations. 

Issue  area  planning  documents  describe  progress  under  the  prior  plan,  priority  policy  and 
management  issues  that  should  be  addressed  by  Congress  and/or  GAO  during  the  period  of  the  plan, 
and  linkages  to  high-risk  areas  in  government  and  to  the  comptroller  general's  priorities.  Each  issue 
area  plan  includes  a  set  of  narrative  tables.  Table  3,  a  prototype  for  the  Transportation  Issue  Area, 
illustrates  the  primary  planning  chart,  as  shown  in  GAO's  Policies/Procedures  Manual,  pp  5. 1-10  and 
5.1-11. 


^Congressional  Oversight:    The  General  Accounting  Office,  Statement  of  Charles  A.  Bowsher 
before  the  House  Committee  on  Government  Operations,  October  26,  1993,  GAO/T-OPP-94-1,  p.  9. 
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The  other  required  tables  in  the  current  issue  area  plan  updates  cover: 

•  customers  and  experts  consulted  for  the  plan; 

•  congressional  interest  in  the  issues; 

•  anticipated  congressional  and  administrative  initiatives;  and 

•  distribution  of  work  in  the  previous  fiscal  year. 

The  documents  also  outline  requests  for  resources  (expressed  in  annual  staff-years)  as  well  as 
efforts  to  increase  skills  or  add  specialists  (identified  as  "capacity  building").  In  addition,  the 
documents  cover  "quality  improvement  efforts,"  including  plans  for  maintaining  communications  with 
Congress  by  working  with  the  committees  of  jurisdiction  in  the  related  issue  areas. 

In  preparing  their  strategic  plan  updates,  issue  area  directors  generally  meet  with  congressional 
committee  staffs  to  discuss  possible  areas  of  interest  for  the  next  two  to  three  years,  including  federal 
programs  that  will  need  reauthorization  as  well  as  emerging  policy  and  program  issues.  GAO  also 
confers  with  federal  agencies  and  experts  outside  government  about  issues  they  foresee.  But,  based 
on  interviews  for  this  project,  congressional  staff  and  others  participating  in  these  discussions 
apparently  are  unaware  of  GAO's  formal  strategic  planning  process  and  its  planning  documents. 
While  some  observers  say,  often  with  disapproval,  that  "it  looks  like  GAO  has  its  own  agenda,"  they 
do  not  know  that  GAO  has  an  orderly  process  for  setting  out  the  key  themes  and  areas  (programs, 
organizations,  topics,  and  issues)  that  it  has  identified  as  likely  to  need  attention  or  as  valuable  subjects 
to  study. 

One  reason  GAO  cites  for  introducing  an  organized  strategic  planning  process  was  to  help 
identify  patterns  in  the  problems  and  opportunities  facing  the  federal  government,  and  to  focus  GAO's 
resources  on  areas  in  which  it  has  the  strongest  mandate,  skills,  experience,  and  opportunities  to 
contribute.  Effective  strategic  planning  also  can  help  GAO  identify  gaps  between  the  work  it  should 
do  or  wants  to  do  and  its  skills  and  resources;  based  on  that  assessment,  it  can  reallocate  staff,  offer 
necessary  training  to  develop  needed  skills  among  existing  staff,  and  hire  people  with  needed  expertise. 
By  drawing  Congress  into  discussions  of  emerging  issues  and  challenges,  and  identifying  areas  that 
most  deserved  GAO  and  congressional  attention,  GAO  also  hoped  the  strategic  planning  process  would 
encourage  congressional  committees,  members,  and  staff  to  anticipate  coming  issues,  identify 
priorities,  and  request  work  that  addressed  the  most  important  and  productive  topics. 

GAO  has  not  realized  all  of  these  goals.  Internally,  the  strategic  planning  process  makes  a 
difference  in  planning  future  projects,  allocating  resources  among  issue  areas,  and  bringing  to  the 
surface  likely  activities  and  gaps  in  the  work  program.  But,  by  not  sharing  the  full  range  of 
considerations  in  the  process  with  Congress,  in  particular,  GAO  is  missing  much  of  the  desired  effect 
on  congressional  understanding  of,  and  perspectives  on,  key  challenges  facing  government  or  on  the 
types  of  requests  it  makes  for  GAO  work. 

GAO  would  obtain  other  benefits  by  raising  the  visibility  of,  and  expanding  participation  in, 
its  strategic  planning.  In  strategic  planning  in  general,  the  key  people  or  parties  involved  in  carrying 
out  the  plans  and  policies  all  must  be  aware  of,  and  committed  to,  the  mission,  goals,  priorities,  and 
principles.  In  most  effective  organizations,  this  means  that  leaders,  managers,  and  employees  help 
to  articulate  the  mission  and  core  principles,  establish  goals,  and  identify  priority  areas  and  strategies 
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for  action. 


In  corporate  strategic  planning,  the  corporation  often  does  not  publicly  communicate  aU  of  the 
elements  of  its  strategic  plan  to  all  suppliers  or  users  of  its  products  and  services.  For  competitive 
reasons,  it  keeps  many  details  of  its  internal  business  plans  and  strategies  inside  the  company; 
however,  it  generally  shares  with  employees,  customers,  and  suppliers  the  mission,  values,  goals,  and 
top  priorities  that  it  intends  to  pursue,  in  order  to  gain  their  feedback  as  well  as  their  understanding 
and  support,  and  enhance  the  credibility  of  the  plans  with  employees. 

Public  sector  models  for  strategic  planning  generally  call  for  a  more  open  process  than 
corporate  strategic  planning  or  GAO's  current  process,  and  fuller  participation  in  the  various  phases 
of  the  effort.  Typically,  in  the  federal  government  the  range  of  participants  includes:  top  leaders  in 
the  organization,  managers  and  employees;  key  contacts  in  the  President's  office,  OMB  and  other 
central  agencies;  Congress;  other  agencies,  levels  of  government,  and  public  bodies  that  the 
organization  works  with;  and  members  of  the  wider  public  ~  if  the  agency  needs  public  support  and 
awareness  to  conduct  its  work  and  achieve  the  desired  results.  The  process  appears  most  effective 
when  the  organization  includes  these  parties  throughout,  from  the  early  identification  of  issues,  to  the 
communication  of  goals,  to  the  implementation  of  actions.  (Often  an  agency  even  informs  the  media 
about  key  elements  of  its  strategic  plan,  although  it  might  not  include  media  representatives  in 
developing  the  plan.)  Participation  by  the  outside  stakeholder  groups  -  a  necessary  part  of  achieving 
desired  results  -  not  only  helps  to  ensure  that  their  interests  are  reflected  and  their  goals  can  be 
served,  but  it  also  builds  their  support  for  the  overall  strategic  plan  and  their  commitment  to  help  carry 
it  out. 

G AO  should  move  to  a  more  integrated  strategic  planning  process,  so  the  work  of  its  different 
issue  areas  will  be  less  compartmentalized.  Currently,  GAO  has  the  framework  for  meeting  that 
objective  by  beginning  with  the  comptroller  general's  priorities  and  bringing  together  all  the  issue  area 
plans  for  the  comptroller  general's  and  OPP's  review  and  coordination.  GAO  should  not  simply  bind 
together  the  issue  area  plans  in  a  single  document,  as  strong  as  they  may  be  individually;  it  should 
review  and  evaluate  them  side  by  side  to  assess  overlaps,  gaps,  and  synergies  across  divisions  and 
issue  areas,  and  create  an  integrated  overall  plan.  Only  then  will  GAO  be  able  to  ensure  consistent 
themes  and  emphases  and,  beyond  that,  coordination  of  work  efforts  and  allocation  of  resources  among 
competing  issue  area  groups  and  topics.  These  improvements  will  help  GAO  reach  a  balance  among 
issue  areas  that  matches  the  comptroller  general's  priorities,  needs  for  improvement  in  government, 
and  Congress's  demands  on  GAO. 


RECOMMENDATION: 

In  its  strategic  planning  process,  GAO  should  conduct  a  more  focused,  comprehensive 
assessment  of  emerging  needs,  issues,  and  topics  that  likely  will  deserve  its  attention  in  the 
future,  thus  providing  an  over-arehing  framework  for  integrating  issue  area  plans.  The 
planning  process  should  include  a  comprehensive  review  of  individual  issue  area  plans, 
to  redefine  and  integrate  strategic  priorities  of  the  organization  as  a  whole,  and  to  bring 
them  into  line  with  realistic  levels  of  resources  and  skills  and  with  a  redefined  GAO 
mission. 
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RECOMMENDATION: 

GAO  should  share  with  congressional  conunittees  and  members  the  broad  objectives  and 
results  of  its  strategic  planning  process.  After  developing  an  internal  strategic  plan, 
based  on  consultation  with  Congress,  GAO  should  produce  a  summary  strategic  plan  that 
outlines  potential  topics  for  GAO  work,  the  comptroller  general's  priorities,  and  proposals 
for  applying  them  in  specific  issue  areas.  The  plan  should  be  subject  to  consideration  by 
GAO's  congressional  oversight  committees  and,  in  its  final  form,  GAO  should  distribute 
the  document  widely,  not  only  to  congressional  committees  involved  in  GAO  oversight  and 
appropriations,  but  also  to  other  committees  and  members  who  request  it  and  to  executive 
branch  agencies  and  leaders. 

RECOMMENDATION: 

GAO  guidelines  for  strategic  planning  should  stress  building  on  existing  capabilities, 
meeting  near-term  needs  for  information  in  the  various  issue  areas,  and  providing  useful 
information  and  analysis  for  legislative  and  executive  branch  decisionmakers.  In 
reviewing  proposed  work,  GAO  should  be  particularly  cautious  in  approaching  those 
topics  involving  broad  substantive  government  policy  issues;  work  in  that  area  should  be 
limited  and  tied  to  a  factual  base  in  GAO  research  and  analysis. 

RECOMMENDATION: 

As  part  of  its  strategic  planning  effort,  GAO  should  expand  its  efforts  to  analyze  needs 
for  increased  staff  skills  and  information  systems  within  and  across  issue  areas  and  to 
integrate  plans  for  making  needed  upgrades  within  the  issue  area  plans. 


Quality  Management  Initiatives  (TQM) 

The  comptroller  general  initiated  a  TQM  process  at  GAO  as  a  result  of  findings  in  its  own 
study  of  the  effectiveness  of  TQM  processes  in  improving  performance  in  companies  around  the 
country."  GAO  launched  its  TQM  effort  in  1991  with  a  basic  goal:  "To  make  continuous 
improvement  a  way  of  life  at  GAO"^  by  motivating  employees  ~  from  beginning  to  end  of  all  of 
GAO's  work  --  rather  than  relying  on  end-of-the-line  review  and  hierarchical  supervision  to  assure 
satisfactory  products. 


^'From  that  research,  GAO  noted  that  the  firms  were  "successfully  building  quality  into  their 
products  throughout  their  processes.  And  while  improving  quality,  they  also  achieved  higher 
productivity,  greater  customer  satisfaction,  and  better  employee  relations."  Congressional  Support 
Agencies:  The  Role  of  the  General  Accounting  Office,  Statement  of  Charles  A.  Bowsher  before  the 
Joint  Committee  on  the  Organization  of  Congress,  GAO/T-OPP-93-1,  June  10,  1993,  p.  17. 

*°ContiTuious  Improvement,  1991,  p.  7. 
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In  connection  with  its  fiscal  1995  budget  submission,  GAO  stated,  "We  have  decided  to  focus 
TQM  efforts  on  four  key  areas  —  improving  communications  with  Congress  on  individual  jobs, 
reducing  rework  of  our  products,  improving  internal  communication  and  teamwork,  and  using 
technology  more  creatively  to  solve  our  problems."  GAO's  quality  council  recently  identified  a  set 
of  priority  initiatives,  beginning  with  developing  a  clear  operational  definition  of  "quality"  applied  to 
GAO  work.*' 

While  GAO  has  used  the  word  "quality"  heavily  in  its  documents,  it  has  not  fully  defined  it. 
In  its  Quality  Improvement  Plan,  GAO  defines  "quality  management,"  "quality  council,"  and  "quality 
network,""'  but  it  does  not  either  define  a  quality  organization  especially  as  applied  to  GAO  or 
resolve  larger  questions  of  what  GAO  should  be  and  the  work  it  should  do.  Instead,  the  focus  of 
GAO's  quality  management  discussions  has  been  on  improving  processes  for  preparing  GAO  work  and 
communicating  its  findings.  Clarifying  and  communicating  the  overall  mission  and  roles  as 
recommended  by  the  panel  will  help  GAO  strengthen  its  relationship  and  credibility  with  Congress. 
GAO  notes  that  the  types  of  changes  envisioned  in  the  quality  management  process  involving  the  way 
employees  approach  their  operations  and  their  work  often  take  organizations  five  to  ten  years  to 
accomplish."'  In  the  panel's  view,  it  is  important  for  GAO  to  identify  major  areas  for  improvement 
and  begin  to  achieve  visible  changes  as  quickly  as  possible,  so  employees  and  outside  observers  can 
see  evidence  of  progress  in  the  short  term. 

Many  congressional  concerns  about  GAO  revolve  around  the  quality  of  its  specific  work 
products.  Perceptions  of  quality  vary  with  the  purpose  of  a  work  and  its  intended  audience.  For 
GAO's  work,  the  dimensions  of  quality  include:  timeliness;  clarity;  objectivity;  originality;  depth; 
significance;  accuracy  and  technical  adequacy;  and  impact.*"  GAO  cannot  give  equal  weight  to  all 
of  these  in  every  product.  It  must  make  trade-offs,  for  instance,  between  timeliness  and  other  quality 
dimensions,  between  clarity  and  technical  adequacy,  and  between  originality  and  impact. 

The  one  dimension  of  quality  that  GAO  should  never  compromise  is  objectivity.  GAO's 
mission  includes  the  central  roles  of  auditor  and  fact-gatherer,  for  which  objectivity  is  a  requisite.  As 
noted  above,  the  panel  urges  that  GAO  should  not  risk  its  reputation  for  objectivity  by  moving  into 
policy  advocacy. 


*^GAO  Management  News,  May  23-27,  1994,  p.  2.  Other  priorities  include:  improving  agency- 
wide  communication;  supporting  efforts  to  improve  the  timeliness  of  GAO's  work,  cut  cycle  time,  and 
improve  teamwork  and  communications  within  units;  installing  GAO's  local  area  network;  and 
developing  a  pay-for-performance  system  that  reflects  quality  management  principles. 

*^Continuous  Improvement,  1991,  pp.  41-42.  See  also  Continuous  Improvement,  1993,  pp.  31-32. 

*^Cominuous  Improvement,  1991,  citing  interviews  with  Dr.  Joseph  M.  Juran  and  W.  Edwards 
Deming;  see  also  Quality  Management:  Scoping  Study,  GAO/ACG-Ops-91-1,  December  1990. 

""These  points  were  highlighted  in  an  interview  with  Sidney  G.  Winter,  who  cited  "The  Multiple 
Dimensions  of  Quality  in  GAO  Products,"  Discussion  Draft,  GAO/OCE,  October  7,  1991. 
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RECOMMENDATION: 

GAO's  quality  management  initiative  should  be  built  on  the  redeflned  mission  and  vision 
for  GAO,  and  should  be  expanded  to  include  considerations  of  what  GAO  does  as  well  as 
how  it  does  it. 

RECOMMENDATION: 

GAO  should  define  more  clearly  the  characteristics  of  quality  work  products  and  build 
them  into  standards,  training,  and  project  design. 

RECOMMENDATION: 

GAO  managers  should  concentrate  efforts  on  selecting  and  designing  work  to  assure  that 
its  products  are  first-rate,  well-documented,  and  grounded  in  fact. 

RECOMMENDATION: 

In  addition  to  long-term  improvements  in  work  quality,  work  processes,  and 
communications  and  relationships  with  Congress,  GAO  should  also  target  significant, 
visible  improvements  that  managers  and  employees  can  make  in  the  near  term  to  address 
employee  and  congressional  concerns. 


Customer  Focus 

A  major  emphasis  of  TQM  adapted  from  private  sector  management  is  "customer  focus. " 
GAO  defines  its  "customer  focus"  in  the  following  way: 

"Understanding  our  customer's  needs  and  expectations  is  the  starting  point  for 
implementing  a  quality  management  philosophy  at  GAO.  By  customer  we  mean  anyone 
who  uses  or  is  affected  by  our  products  and  services.  This  includes  both  external  and 
internal  customers.  While  we  define  quality  in  terms  of  our  customers'  needs  and 
expectations,  we  must  do  so  in  the  context  of  our  vision,  mission  and  guiding 
principles.  We  cannot  compromise  our  objectivity,  our  accuracy  or  any  of  our  other 
values  without  violating  our  integrity  as  an  organization  and,  ultimately  our  usefulness 
to  our  customers.  "*' 

The  tension  between  meeting  customer  needs  and  maintaining  objectivity  and  accuracy  demands 
serious  consideration. 

In  interviews,  GAO  managers  and  planners  cite  executive  agencies,  nongovernmental  groups, 
and  taxpayers  as  "customers,"  but  overwhelmingly  emphasize  "Congress  as  the  customer."    That 


*^Comnuous  Improvement,  1991,  p.  9. 
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phrase  is  repeated  extensively  in  GAO  documents  and  discussions.  While  nongovernmental  groups 
and  executive  agencies  are  important  users  of,  and  are  affected  by,  GAO  products  and  processes, 
Congress  is  the  source  of: 

•  most  of  the  specific  requests  for  GAO  jobs; 

•  statutory  mandates  for  GAO  work; 

•  basic  legislative  authorization  under  which  GAO  conducts  self-initiated  studies;  and 

•  appropriations  that  determine  the  resources  available  to  GAO. 

Congress  is  the  primary  user  of  GAO's  work;  GAO  devotes  a  large  share  of  its  staff  time  and 
resources  to  responding  to  committees'  and  members'  needs  for  information  and  analysis.  Many 
members  view  GAO  as  an  institution  created  to  serve  them  and  as  an  extension  of  available  staff 
resources.  GAO's  capacity  to  gather  facts,  look  independently  at  information,  and  evaluate  programs 
-  and  the  trust  and  credibility  arising  from  that  independence  -  have  formed  the  basis  of  GAO's 
usefulness  to  Congress. 

While  Congress  largely  defines  GAO's  mission,  the  phrase  "Congress  as  customer"  does  not 
clarify  how  GAO  should  carry  out  its  mission.  Congressional  staff  who  call  upon  GAO  for  research 
and  reports  generally  do  not  view  themselves  as  "customers."  In  fact,  according  to  interviews 
conducted  for  this  study  and  documented  by  GAO  from  its  1992  congressional  survey,  the  word 
"customer"  makes  many  congressional  staff  members  uncomfortable. 

Normally,  a  customer  is  a  source  of  demand  for  a  product  or  service,  with  a  price  system  to 
manage  demand  and  monitor  quality.  Congress,  however,  consists  of  multiple  potential  sources  of 
demand  for  GAO  work  —  none  of  whom  pay  directly  for  the  work  or  even  know  its  cost  —  and  they 
have  nearly  unlimited  and  highly  diverse  demands  for  information  and  analysis.  And  the  interests  of 
those  requesters  are  often  in  conflict  with  each  other. 

The  major  drawback  of  the  phrase  "Congress  as  customer"  is  that  it  does  not  help  to  identify 
GAO's  primary  roles  and  substantive  functions.  The  phrase  has  created  a  perception  among  many 
interviewed  for  this  study  -  even  frequent  and  supportive  requesters  of  GAO  work  —  that  GAO  is 
overly  willing  to  please  the  requesters,  raising  questions  as  to  whether  GAO  conducts  studies  with  an 
independent  eye  or  whether,  by  contrast,  it  shapes  the  research  with  an  eye  toward  satisfying  the 
requester's  policy  or  partisan  interests.  The  panel  found  no  evidence  that  GAO  has  been  steering  its 
research  toward  satisfying  particular  policy  or  partisan  interests.  The  panel  recommends,  however, 
that  GAO  take  additional  steps  to  respond  to  the  concerns  that  have  been  raised.  While  GAO  has 
extensive  standards  and  guidelines  for  procedures  and  outputs,  including  standards  on  supporting 
Congress,  the  materials  refer  to  timeliness  and  frequent  communications  but  do  not  provide  substantive 
guidance  to  GAO  staff  on  what  it  means  to  be  "responsive"  to  congressional  requesters  in  terms  of 
the  substance  of  the  work.**    That  term  can  have  multiple  meanings,  with  serious  implications  for 


*^Policies/Procedures  Manual,  November  1992,  Chapter  3,  "Supporting  the  Congress." 
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GAO's  reputation  for  objectivity  and  credibility. 

Chapter  VI  takes  a  closer  look  at  GAO's  relations  with  Congress,  including  congressional 
members'  and  staffs'  views  of  GAO,  relations  between  congressional  committees  and  GAO,  Congress' 
use  of  GAO  detailees,  and  congressional  requests  for  GAO's  work  and  assistance. 


RECOMMENDATION: 

As  part  of  its  overall  quality  management  initiative,  GAO  should  clarify  the  meaning  of, 
and  criteria  for,  being  "responsive"  to  Congress,  in  order  to  give  practical  guidance  to 
staff  and  provide  assurance  to  Congress  that  GAO  work  will  be  objective,  impartial,  and 
independently  derived. 
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IV.  GAO  WORK  PROCESSES 


Despite  the  diversity  of  tasks  GAO  performs,  it  tends  to  work  in  uniform  patterns  that  produce 
reports  in  similar  formats,  writing  styles,  and  approaches  to  expressing  conclusions.  While  GAO 
leadership  has  made  a  commitment  to  quality  management  —  including  continuous  improvement  in 
work  products,  reduced  rework,  and  employee  involvement  -  GAO's  quality  control  process  remains 
hierarchical,  expensive,  time  consuming,  homogenizing,  and  uneven  in  its  effectiveness.  GAO's 
approach  to  audit  and  evaluation  work  focuses  on  formal  processes,  administrative  procedures,  and 
bureaucratic  management  techniques.  The  following  sections  describe  how  GAO  generally  conducts 
studies,  as  revealed  in  case  studies  and  interviews  made  by  the  panel  and  project  staff. 

Internal  Design  and  Review  of  GAO  Work 

GAO  work  originates  in  several  ways,  including  congressional  requests,  statutory  mandates, 
agency  requests,  and  self-initiated  proposals  to  carry  out  basic  legislative  responsibilities  (BLRs).  In 
fiscal  year  1993,  according  to  GAO's  statistics,  work  requested  by  congressional  committees  or 
members  or  required  in  law  took  80  percent  of  GAO  staff-years  of  work;  the  remaining  20  percent 
of  GAO  staff-years  went  to  self-initiated  projects  (BLRs).  For  the  first  quarter  of  fiscal  year  1994, 
congressionally  requested  work  dropped  to  73  percent  while  the  share  accounted  for  by  self-initiated 
work  rose  to  27  percent  (see  Table  4). 


TABLE  4 

PERCENT  OF  GAO  STAFF-YEARS  SPENT  ON  CONGRESSIONALLY- 

REQUESTED  AND  SELF-INITIATED  WORK 


Congressionally-requested  work 

Committees 
Individual  members 
Statutory  mandates 

Self-initiated  work 
("basic  legislative  responsibilities") 


Percent  of  Total  GAO  Staff-years 

FY  1993 

First  Quarter  FY  1994 

80% 

73% 

64% 

57% 

7 

6 

9 

10 

20 

27 

i") 

100% 


100% 
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In  recent  years,  the  work  GAO  classifies  as  self-initiated  has  largely  consisted  of: 

•  General  management  reviews  and  specific  management  reports  directed  at  executive  users; 

•  The  1992  "high-risk  series"  ~  17  reports  on  areas  identified  as  at  high  risk  of  waste,  fraud, 
and  abuse;*' 

•  Election-year  transition  reports,  which  summarize  previous  GAO  work  in  major  organizations 
and  program  areas;  and 

•  Special  one-time  studies. 

After  GAO  issue  area  managers  and  staff  and  congressional  requesters,  if  any,  agree  on  a  job 
request,  the  GAO  staff  estimates  the  budget  expense  and  staff-years  for  the  job  and  puts  it  on  the  job- 
starts  list,  which  the  comptroller  general  and  his  high-level  "job  starts"  group  review.  After  GAO 
decides  that  it  will  undertake  a  particular  study,  GAO's  internal  work  process  generally  fits  the 
following  pattern.  The  GAO  Office  of  Congressional  Relations  sends  any  request  letter  to  the 
appropriate  issue  area,  whose  director  or  assistant  directors  (or  both)  may  already  have  discussed  the 
item  with  the  requester's  staff.  Issue  area  leaders  discuss  how  to  design  the  job  and  what  staff  to 
assign  to  it.  Often,  as  noted  in  the  previous  chapter,  GAO  discusses  with  congressional  staffs  how 
to  match  the  requester's  objectives  with  GAO's  priorities  and  resources.*' 

The  issue  area  director  and  assistant  director(s)  select  an  "evaluator  in  charge"  (EIC)  and 
identify  needed  participants  from  other  GAO  offices  (e.g.,  economists,  lawyers,  auditors,  accountants, 
investigators  or  other  staff  from  other  program-oriented  issue  areas),  as  well  as  the  GAO  field  offices 
and  staff  members  who  will  participate.  Most  GAO  work  teams  come  from  within  an  issue  area  and 
associated  core  staff  in  regional  offices.  The  EIC  and  assistant  issue  area  director  are  responsible  for 
assembling  the  complete  job  team,  which  may  work  out  of  Washington  headquarters  or  out  of  a  GAO 
field  office.  When  field  staff  is  involved  in  a  project,  headquarters-field  interactions  involve  a 
considerable  exchange  of  paper  and  travel.  GAO  is  developing  an  enhanced  computer  network  and 
improving  electronic  communications,  partly  to  reduce  that  problem;  however,  GAO  does  not  expect 
the  agency-wide  computer  network  to  be  operating  fully  until  the  end  of  1995. 

For  blue-cover  reports,  GAO  often  spends  8  to  18  months  on  research,  audit,  data  collection, 
and  drafting  the  text,  all  of  which  the  EIC  supervises.  GAO's  internal  master  job  reports  track,  month 
to  month,  time  and  staff-year  targets.  In  the  early  phases  of  project  planning  and  initial  research, 
however,  high-level  GAO  leadership  and  supervisors  devote  relatively  little  attention  to  the  design  and 
conduct  of  work  in  progress. 


*'GAO/HR-93-l  through  GAO/HR-93-17. 

^'Discussions  between  GAO  and  congressional  requesters  sometimes  last  for  the  life  of  the  job, 
particularly  when  the  research  questions,  objectives,  and  scope  of  work  are  not  clearly  articulated  and 
mutually  agreed  upon.  The  panel's  recommendation  that  GAO  and  requesters  negotiate  clear  "terms 
of  reference"  for  a  project  will  alleviate  much  of  that  difficulty. 
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Once  research  has  been  completed  and  a  first  draft  prepared,  an  iterative  review  and  "rework* 
process  begins.  GAO's  personnel  widely  view  this  process  as  overly  time  consuming  and  say  it  has 
inconsistent  effects  on  fmal  quality.  The  process  often  consumes  three  to  six  months,  and  sometimes 
takes  a  year  or  more  on  a  complicated  or  sensitive  study. 

In  the  division  that  produces  the  draft,  an  independent  reviewer  (a  GAO  evaluator  not  on  the 
job  team)  reads  the  report,  and  in  the  regional  or  issue  area  office  doing  the  work,  a  "referencer" 
checks  factual  assertions  against  work  papers.  (Work  papers  include  calculations,  interview  notes, 
data,  documents  and  other  sources.  GAO  files  them  and  holds  them  closely.)  Generally,  GAO  reports 
do  not  provide  footnotes  and  lists  of  sources  to  the  extent  normally  expected  of  similar  work  under 
contract  or  in  an  academic  context.  GAO's  "referencing  process"  involves  carefully  checking  every 
fact  included  in  a  draft  report  to  ensure  uhat  the  statements  in  the  text  accurately  reflect  what  is  in  the 
background  work  papers,  but  does  not  usually  go  back  to  the  source  or  provide  extensive  footnotes. 

After  the  issue  area  director  approves  an  initial  draft,  he  or  she  may  see  it  again  four  or  five 
times,  with  comments  or  mark-ups  coming  back  from  the  division's  planning  and  reporting  office,  its 
technical  group,  and  its  economics  unit,  the  Office  of  General  Counsel,  Office  of  the  Chief  Economist, 
and  assistant  comptroller  general  in  charge  of  the  division.  One  EIC  said  that,  within  GAO,  he  had 
to  defend  his  work  27  times  before  GAO  printed  it.^' 

What  does  GAO's  current  review  process  accomplish?  It  definitely  adds  cost  and  time  to  GAO 
work.  While  individual  projects  differ  substantially,  the  entire  research,  writing,  and  review  process 
leading  to  a  blue-cover  "chapter"  report  costs  on  average  $575,000  ~  primarily  for  staff  time  - 
according  to  GAO's  internal  estimates.  The  average  cost  for  all  types  of  GAO  work  products  in  fiscal 
year  1993  was  $265,000.  Large  multi-year  studies  often  cost  several  million  dollars.  The  cases 
examined  by  the  panel  show  that  GAO's  internal  review  process  can  account  for  one-fourth  to  one- 
half  of  the  total  time  required  to  complete  a  study.  The  review  process  puts  some  restraints  on 
recommendations  and  adds  qualifiers  to  findings.  In  and  out  of  GAO,  some  participants  believe  that 
caution  and  a  tendency  to  take  out  specifics  in  favor  of  generalized  ("homogenized")  statements 
dominate  the  review  process.  Nevertheless,  reports  do  not  escape  controversy,  nor  necessarily  should 
they.   The  panel  has  reviewed  cases  in  which: 

•  Good  audit  and  research  work  was  mildly  toned  down  in  the  review  process; 

•  Studies  survived  that  should  have  been  terminated  (or  never  started)  due  to  the  lack  of  solid 
evidence  or  sound  methodology; 

•  Work  with  a  clear  and  strong  empirical  base  and  relevance  to  policy  debates  became  the  subject 
of  criticism;  and 

•  Studies  based  on  unbalanced  sources  received  praise  from  congressional  requesters  and 


*1n  this  example,  the  study  became  controversial  even  though  it  was  grounded  solidly  in  fact,  the 
controversy  arose  largely  because  the  underlying  program  was  strongly  supported  by  some 
congressional  members  and  sharply  criticized  by  others. 
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criticism  from  others. 

The  panel  concluded  that  the  highly  centralized,  cumbersome  review  process  does  not  weed 
out  problems  effectively  or  protect  solid  but  controversial  findings  from  criticism.  The  objectives 
behind  the  sequential  tiers  of  review  do  not  seem  clear  to  participants  or  observers,  and  the  outcomes 
are  inconsistent.  The  reviews  reflect  an  emphasis  on  process,  not  the  content  and  effectiveness  of 
GAO  work.  In  addition,  GAO  uses  a  hierarchical  approach  that  is  not  organizationally  suited  to 
interdisciplinary  research.  Overall  GAO  quality  control  procedures  give  insufficient  attention  to 
careful  selection  and  design  of  jobs  and  consideration  of  methodology  at  the  beginning  of  work  and 
rely  too  heavily  on  multiple  reviews  at  the  end  of  jobs.  In  essence,  the  process  has  more  drawbacks 
than  advantages. 

In  the  panel's  view,  the  weaknesses  in  GAO's  internal  job  design  and  work  processes  can  be 
alleviated  by  having  clear  "terms  of  reference"  (TORs)  before  a  job  starts.  TORs  should  be  agreed 
to  by  GAO  management  and  staff  involved  in  the  study  and  also  by  congressional  requesters.  The 
TORs  should  clearly  define  the  objectives  and  scope  of  work;  outline  the  general  questions  to  be 
addressed  and  the  methods  to  be  used  in  the  research;  indicate  the  skills  that  the  study  team  will  apply; 
suggest  sources  and  data  requirements;  and  estimate  time  and  costs  to  complete  the  work.  Having 
clear,  mutually  agreed  TORs  would  increase  the  likelihood  that  GAO  would  be  responding  to  the 
questions  a  requester  wants  answered.  In  addition,  the  TORs  should  be  part  of  the  job-start  review 
process  within  GAO  and  serve  as  the  foundation  for  design  of  the  work.  Clear  TORs  would  also 
create  a  solid  basis  for  any  presentations  and  briefings  on  a  project  either  inside  GAO  or  to  Congress 
and  to  agencies  that  are  the  subjects  of  study.  Finally,  TORs  would  supply  operational  criteria  for 
the  GAO  review  process.   This  approach  should: 

Produce  clarity  on  a  study's  objectives  and  topics; 

Help  GAO  and  requesters  identify  and  pursue  priorities; 

Effectively  target  and  limit  GAO's  work; 

Improve  communications  with  congressional  and  executive  branch  representatives 
involved; 

Strengthen  substantially  the  quality  of  GAO  work;  and 

Reduce  the  possibility  of,  or  need  for,  conflict,  disappointment,  or  rework  in  end-of- 
study  reviews. 

GAO  has  already  launched  a  number  of  initiatives  in  the  direction  of  improving  work  design 
and  quality  control,  emphasizing  quality  in  a  job  from  the  beginning  and  bringing  top  management  into 
designing  the  work  and  participating  in  deliberations  about  its  progress  throughout  the  course  of  the 
project.  As  part  of  its  quality  management  initiative,  GAO  is  conducting  pilot  studies  on  "reducing 
rework"  and  improving  the  communications  and  involvement  among  staff  and  managers  in  field  and 
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headquarters.'"  One  theme  of  GAO's  quality  management  effort  is  to  build  in  quality  from  the  start 
of  a  job.  If  the  approach  is  faulty  at  the  beginning  of  the  job,  it  is  difficult  to  produce  a  strong 
product  at  the  end.  The  quality  of  the  work,  and  the  shared  understanding  of  job  objectives,  are  much 
improved  if  GAO  includes  in  discussions  at  the  start  the  senior  managers  and  others  likely  to  be 
responsible  for  reviewing  the  report  at  the  end. 


RECOMMENDATION: 

To  improve  the  quality  of  its  work,  GAO  should,  first  and  foremost,  develop  thorough 
"terms  of  reference"  for  each  job,  to  which  GAO  staff,  managers,  and  requesters,  if  any, 
agree,  before  the  job  is  approved  and  work  begins.  Terms  of  reference  should  include  a 
clear  written  statement  of  the  objectives  and  research  questions;  scope  of  work;  general 
methods  and  sources;  staff  skills,  costs,  and  time  needed  to  complete  the  work. 

RECOMMENDATION: 

GAO  should  form  interdisciplinary  teams  at  the  start  of  a  job,  to  participate  jointly 
with  the  responsible  division  and  issue  area  staff  and  managers  in  designing  and 
conducting  research.  Teams  should  include,  as  appropriate,  staff  with 
backgrounds  in  methodology,  management,  economics,  accounting,  auditing, 
information  technology,  legal  and  speciTic  technical  areas  who  should  participate 
on  an  equal  and  coUegial  basis  with  the  issue  area  staff  on  the  studies. 

RECOMMENDATION: 

GAO  should  increase  the  level  of  management  involvement  with  staff  in  planning 
projects  and  developing  terms  of  reference  and  methodology  at  the  beginning  of  a 
job,  as  well  as  in  conducting  the  work  and  reviewing  interim  and  final  reports. 
GAO  should  rely  more  on  task  forces  and  workshop  processes  to  develop  terms  of 
reference,  work  plans  and  methodologies,  and  to  review  final  reports,  and  should 
replace  the  current  hierarchical  and  sequential  review  process  with  concurrent, 
interactive  review. 


Agency  Comment 

The  final  stages  of  GAO  jobs  may  include  holding  an  exit  conference  with  an  executive  agency 
involved  in  the  study  and  obtaining  written  comments  from  the  agency  on  a  draft;  arranging  for  release 
of  the  report  as  the  requester  requires;  providing  for  distribution,  hearings  and  testimony,  if  any;  and 
securing  agency  response  to  the  published  report,  in  a  "60-day  letter. ' 


^'^e  Food  and  Agriculture  Issue  Area  is  testing  one  model  for  organizing  headquarters  and  field 
operations,  referred  to  as  "Team  Agriculture,"  involving  efforts  to  coordinate  headquarters  and  field 
suffs,  improve  electronic  communications,  and  reduce  delays  in  reviews  and  other  parts  of  a  project. 
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Over  the  last  decade,  some  committees  and  members  of  Congress  have  altered  the  processes 
involved  in  concluding  projects  and  releasing  reports  in  ways  that  appear  to  serve  political  or  publicity- 
driven  objectives.   The  indicators  of  this  trend  are: 

•  Reduction  in  what  used  to  be  standard  GAO  procedure  -  getting  written  comments  from  the 
agency  subject  to  the  audit  or  evaluation  (Some  committee  chairs  even  ask  GAO  not  to  brief 
the  agency  orally  before  a  report  is  completed  and  released); 

•  Congressional  restrictions  on  release  of  GAO  work,  ranging  from  holding  only  confidential 
briefings  on  GAO  fmdings  to  30-day  "embargo"  while  a  committee  or  member  arranges  for 
a  press  conference,  hearing,  or  special  release  of  the  report; 

•  Scheduling  of  hearings  related  to  GAO  work  without  substantial  notice  to,  or  consultation  with, 
the  agency  or  other  congressional  members  and  committees  likely  to  disagree  with  the  report; 

•  GAO's  occasional  (though  rare)  release  of  self-initiated  reports  without  clear  prior  notice  to 
legislative  or  executive  officials  likely  to  have  an  interest  in  the  work,  taking  these  officials  by 
surprise;  and 

•  GAO  exit  conferences  with  an  agency  subject  to  review  that  generate  serious  misunderstandings 
between  GAO  and  the  agency  in  question  (because,  for  instance,  the  draft  findings  reviewed 
by  the  agency  and  the  final  report  differ,  or  the  agency  and  GAO's  managers  had  widely 
differing  perceptions  of  what  the  conference  concluded). 

Such  practices  conflict  with  GAO's  own  standards,  particularly  for  obtaining  agency  comments. 
Its  Government  Auditing  Standards  (the  "yellow  book")  states: 

"Auditors  should  report  the  views  of  responsible  officials  of  the  audited  program 
concerning  the  auditors'  findings,  conclusions,  and  recommendations,  as  well 
as  corrections  planned." 

"One  of  the  most  effective  ways  to  ensure  that  a  report  is  fair,  complete  and  objective 
is  to  obtain  advance  review  and  comments  by  responsible  auditee  officials  [in  the 
organization  being  audited]  and  others,  as  may  be  appropriate.  Including  the  views  of 
responsible  officials  produces  a  report  that  shows  not  only  what  was  found  and  what 
the  auditors  think  about  it  but  also  what  the  responsible  persons  think  about  it  and  what 
they  plan  to  do  about  it. " 

"The  auditor  should  normally  request  that  the  responsible  officials'  views  on  significant 
findings,  conclusions,  and  recommendations  be  submitted  in  writing.  When,  in  these 
cases,  written  comments  are  not  obtained,  oral  comments  should  be  requested.* 

"Advance  comments  should  be  objectively  evaluated  and  recognized,  as  appropriate, 
in  the  report.  Advance  comments,  such  as  a  promise  or  plan  for  corrective  action, 
should  be  noted  but  should  not  be  accepted  as  justification  for  dropping  a  significant 
fmding  or  a  related  recommendation." 
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"When  the  comments  oppose  the  report's  findings,  conclusions,  or  recommendations, 
and  are  not,  in  the  auditors'  opinion,  valid,  the  auditors  may  choose  to  state  their 
reasons  for  rejecting  them.  Conversely,  the  auditors  should  modify  their  report  if  they 
find  the  comments  valid. ''^' 

Agency  comment  on  GAO  reports  serves  several  purposes.  Obtaining  agency  comments 
significantly  reduces  the  potential  for  factual  errors  in  a  GAO  report  or  misunderstandings  about  the 
research  and  recommendations.  It  reveals  language  or  phrases  that  would  convey  unintended  meanings 
or  raise  sensitivities  in  the  agency  or  broader  audience  that  GAO  may  not  anticipate.  The  opportunity 
for  agency  comment  also  increases  the  organization's  awareness  of  and  cooperative  attitude  toward 
the  GAO  work,  and  thus  significantly  increases  the  possibility  for  successful  implementation  of  GAO's 
recommendations  and  for  effective  improvements  in  that  organization. 

For  GAO,  the  comment  process  offers  additional  advantages:  to  reveal  more  clearly  in  advance 
political  values  and  policy  differences  related  to  a  particular  report,  to  help  define  the  costs  of  and 
obstacles  to  implementing  the  recommendations,  and  appropriate  boundaries  of  GAO 
recommendations,  and  to  signal  areas  requiring  additional  fact  checking. 

The  major  arguments  presented  by  congressional  and  GAO  staffs  against  soliciting  agency 
comments  are  to  avoid  further  delay,  to  avoid  pressure  on  GAO  to  change  its  findings,  and  to  allow 
the  requester  to  control  the  release  and  hearing  process.  Nevertheless,  GAO's  failure  to  obtain 
comments  from  the  organization  under  study  damages  GAO's  credibility,  reduces  the  accuracy  and 
thoroughness  of  its  work,  and  harms  its  relationships  with  executive  agencies.  In  fact,  the  absence 
of  comments  in  many  cases  merely  postpones  debate;  GAO  reports  become  more  controversial,  and 
GAO  becomes  more  vulnerable  to  criticism  than  it  might  be  with  reasonable  consultation  with  the 
agency  before  the  report  is  released. 

Routinely  obtaining  agency  comments  on  GAO  reports  need  not  lengthen  the  total  time  GAO 
takes  to  complete  a  job;  by  adjusting  internal  work  processes  as  the  panel  recommends  and  making 
use  of  the  information  and  fact-checking  the  agency  provides,  GAO  will  be  able  to  reduce  the  time 
it  devotes  to  sequential  internal  reviews,  offsetting  the  time  spent  on  obtaining  agency  comments.  To 
contribute  to  the  fact-gathering  and  cooperation  in  the  course  of  an  audit  or  evaluation,  GAO  should 
consider  giving  agencies  an  earlier  draft  of  its  findings  and  conclusions,  while  continuing  to  review 
the  draft  internally.'^  It  should  organize  the  project  team  to  respond  quickly  and  constructively  to 
agency  comments. 


""Yellow  book,"  pp.  95-96.  Private  audit  firms  also  obtain  comments  from  the  organizations  they 
audit  or  evaluate. 

"GAO  should  make  exceptions  from  these  procedures  for  reports  involving  criminal  investigations 
or  audits  that  involve  individual  company's  business  contracts  or  potential  legal  action.  GAO  should 
also  continue  to  limit  the  review  and  distribution  of  reports  on  classified  national  security  issues. 
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RECOMMENDATION: 


GAO  should  seek  agency  comments  on  its  reports  with  a  30-day  limit  for 
responses,  with  potential  extension  to  60  days  in  rare  instances.  To  follow  up, 
GAO  should  organize  the  study  team  to  respond  quickly  and  constructively  to 
agency  comments,  and  in  particular  should  take  into  account  any  new  information 
brou^t  forward  by  the  agency  and,  if  appropriate,  reflect  them  in  the  final 
report. 


Follow-up  and  Performance  Indicators 

After  GAO  reports  are  issued,  the  law  requires  agencies  to  respond  to  the  findings  and 
recommendations  within  60  days"  (though  agencies  routinely  respond  late  or  not  at  aU).  GAO  has 
been  surprised  by  the  content  of  some  responses  and  the  strength  of  agency  disagreement,  reflecting 
weakness  in  GAO's  prior  communications.  In  some  cases,  the  misunderstandings  or  disagreements 
between  GAO  and  agencies  persist  over  several  years  and  several  reports.  Breakdowns  of  tliis  kind 
in  coordination  and  communications  with  agencies  are  likely  to  block  implementation  of  GAO 
recommendations.  This  is  another  reason  for  constructive  and  cooperative  relationships  and 
communications  with  the  agency  subject  to  study  in  advance  of  release  of  a  GAO  report.  This  point 
has  been  demonstrated  in  GAO's  general  management  reviews,  which  have  involved  a  high  degree  of 
cooperation  and  consultation  with  executive  agencies  (see  pp.  53-54). 

In  following  up  on  its  completed  reports,  GAO  uses  a  variety  of  indicators  to  assess  its 
performance  and  the  effectiveness  of  its  work.  One  of  the  most  visible  measures  is  the  percentage  of 
recommendations  that  have  been  implemented.  GAO  tracks  "open  recommendations"  -  i.e.,  those 
that  are  not  yet  reported  to  be  implemented  ~  and  reports  on  them  twice  a  year,  with  statistics 
compiled  to  cover  what  has  been  done  in  the  most  recent  four-  and  five-year  periods.  For  example, 
GAO  reported  that  from  fiscal  years  1989  to  1992,  it  made  6,140  recommendations.  By  the  end  of 
1992,  the  legislative  branch  had  implemented  about  55  percent  of  the  recommendations  for 
congressional  action,  while  the  executive  branch  had  implemented  75  percent  of  the  recommendations 
for  executive  branch  action.  The  document  does  not  report  on  the  specific  elements,  costs,  or  results 
or  impacts  of  implementation  -  i.e.,  whether  government  performance  improved  and  the  public 
benefited.  The  many  GAO  reports  that  do  not  have  recommendations  but  simply  produce  facts  and 
"findings"  are  not  included  in  the  report  on  open  recommendations. 

In  addition  to  tracking  recommendations,  GAO's  staffs  also  file  accomplishment  reports.  These 
provide  information  on  both  dollar  savings  and  non-quantifiable  impacts  that  can  be  associated  with 
their  recommendations.  The  294  accomplishments  that  GAO  reported  in  fiscal  year  1992  included 
$36.2  billion  in  savings,  of  which  $30.16  billion  came  from  defense-related  issue  areas.  Of  that, 
$14.7  billion  were  attributable  to  rescission  from  the  "Desert  Storm"  account  appropriated  to  pay  for 
the  Persian  Gulf  War.  GAO  had  testified  that  a  special  $15  billion  appropriation  requested  by  the 
Defense  Department  might  not  be  needed,  and  that  it  should  be  kept  in  a  special  restricted  account 


"See  31  U.S.C.  §  720;  0MB  and  agencies  also  issue  directives  to  implement  the  requirement. 
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which  could  not  be  tapped  until  foreign  contributions  had  been  used.     Congress  did  rescind  that 
amount  from  the  defense  budget.^ 

GAO's  current  performance  measurement  systems  are  primarily  process-oriented. 
Undoubtedly,  GAO  contributes  every  year  to  government's  effectiveness,  but  its  performance 
indicators  do  not  capture  that  contribution  because  they  do  not  focus  on  ultimate  results.  One  GAO 
indicator  reports  "financial  benefits"  that  could  be  attributed  to  GAO  recommendations,  which  under 
GAO  policy  are  to  be  estimated  net  of  the  added  costs  associated  with  implementing  the 
recommendations." 

By  the  nature  of  its  performance  indicators,  GAO  creates  somewhat  distorted  incentives  for  its 
employees.  The  major  mission  and  goals  of  the  organization  are  related  not  to  the  number  of  its 
recommendations  that  are  put  into  action,  but  to  their  contributions  to  improved  efficiency  and 
effectiveness  of  programs,  activities,  systems,  agencies,  and  the  larger  government. 


RECOMMENDATION: 

GAO  should  revise  its  internal  performance  indicators  and  accomplishnient 
tracking  systems  to  provide  better  measures  of  the  outcomes  and  impacts  of  its 
work.  The  indicators  should  include  not  only  measures  of  net  savings  that  would 
result  from  implementing  GAO  recommendations  but  also  associated  improvements 
in  efficiency  and  effectiveness. 

RECOMMENDATION: 

GAO  should  increase  its  internal  resources  and  skills  for  analyzing  the  costs  and  budget 
impacts  of  changes  it  recommends. 


External  Peer  Review 

While  GAO  has  a  highly  organized  and  systematic  process  for  internal  review  before  a  report 
or  formal  work  product  is  released,  it  currently  lacks  a  formal  process  for  external  peer  review  of  the 
body  of  work  it  produces.  Objective  third-party  peer  review  is  commonly  recommended  in  academic 
and  research  organizations  and  in  private  sector  audit  firms.  In  fact,  the  comptroller  general  has 
expressed  support  for  the  idea  of  external  quality  review.** 


^In  interviews,  OMB  officials  said  that  they  were  monitoring  use  of  the  appropriation  and  would 
not  have  permitted  the  Defense  Department  to  retain  the  unused  funds,  whether  or  not  GAO  had 
testified  on  the  matter. 

"Estimates  of  the  costs  of  implementing  GAO  recommendations  are  not  included  in  individual 
GAO  reports. 

''See,  for  example,  GAO/T-OPP-93-1,  pp.  14  and  19. 
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The  large  number  of  requests  for  GAO's  reports  and  other  products,  month  after  month,  would 
produce  an  overwhelming  burden  on  any  external  body  attempting  to  perform  a  formal  review  before 
jobs  start  or  as  part  of  the  review  process,  before  release  of  each  report.  Panels  of  experts  could, 
however,  assess  a  body  of  recently  completed  reports  and  testimony  in  a  particular  issue  area  or 
substantive  category.  Peer  review  panels,  with  expertise  related  to  the  particular  category  of  work, 
could  usefully  evaluate  the  appropriateness  and  reliability  of  the  sources  and  methodologies,  the 
objectivity  and  quality  of  the  research  and  presentation,  the  practicality  of  recommendations,  and  other 
elements  related  to  the  usefulness  and  value  of  products.  Peer  review  panels  would  comment  on 
individual  reports  and  also  should  consider  general  GAO  operations  and  the  nature  of  the  topics  and 
types  of  work  it  conducted. 

The  panel  recommends  that  GAO  initiate  an  ongoing,  systematic  process  of  external  peer 
review,  which  would  examine  three  or  four  categories  of  GAO  work  every  year.  In  the  panel's  view, 
GAO  should  devote  a  portion  of  its  annual  operating  budget  —  at  least  the  cost  of  conducting  one 
major  research  project  —  to  support  such  a  peer  review  process,  covering  a  sampling  of  recent  GAO 
work  products.  One  or  more  neutral  outside  parties  should  organize  the  review  process  or  the 
individual  panels,  to  avoid  any  perception  of  bias.  This  would  satisfy  GAO's  interest  in  gaining  the 
perspectives  of  its  professional  peers  on  its  work,  and  also  would  provide  regular  objective  assessments 
of  GAO  products  and  processes  for  consideration  in  regular  oversight  hearings. 


RECOMMENDATION: 

GAO  should  establish  and  commit  to  funding  a  continuing  process  of  regular  external  peer 
review  of  its  work.  Panels  of  objective,  third-party  experts  should  be  convened  to  assess 
a  sampling  of  recently  completed  GAO  reports  and  other  work  products  in  the  panel 
members'  areas  of  expertise.  Three  or  four  m^jor  areas  or  categories  of  GAO  work 
should  be  selected  for  peer  review  each  year.  The  review  should  cover  the  quality  of 
individual  studies,  and  more  general  questions  on  GAO  methodologies,  sources, 
practicality  of  recommendations  and  presentation  of  results. 
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V.  GAO'S  FUNCTIONS  AND  WORK  PRODUCTS 


GAO's  work  ranges  across  several  broad  categories,  including  financial-related  audits;  audits 
of  economy  and  efficiency;  program  evaluations;  policy  analysis  and  work  related  to  developing 
legislation;  general  management  reviews  and  other  general  management-related  activities;  and  special 
investigations."  In  addition,  GAO  performs  a  considerable  amount  of  work  that  involves  primarily 
gathering  and  presenting  information,  without  substantial  analysis.  GAO  also  continues  to  participate 
in  developing  accounting  and  auditing  standards  for  federal  agencies. 

The  panel  and  project  staff  reviewed  examples  of  GAO  work  and  conducted  interviews  related 
to  reports  in  most  of  these  categories,  which  are  discussed  in  this  chapter.  Generally,  the  categories 
correspond  to  types  of  activity  that  GAO  has  developed  and  recognized  as  primary  areas  of  work,  as 
reflected  in  GAO's  Policies/Procedures  Manual,  the  "yellow  book, "  and  other  internal  planning  and 
management  documents.  GAO  does  not  have  a  single,  uniform  set  of  categories  for  classifying  its 
work,  and  the  categories  it  uses  are  somewhat  loose.  The  panel  reviewed  GAO  work  and  the 
categories  it  applies,  and  chose  categories  that  are  recognized  and  accepted  in  GAO  and  in  the  wider 
government  and  audit  communities."  These  categories  may  not  be  ideal;  there  are  some  ambiguities 
in  the  groupings.  However,  there  are  similar  limitations  in  any  other  categorization.  Many  of  these 
types  of  work  are  produced  by  a  number  of  different  issue  area  staffs;  the  categories  do  not  all 
correspond  to  an  individual  GAO  organizational  unit.  In  addition,  many  GAO  projects  and  work 
products  overlap  several  categories."  The  categories,  however,  provide  a  useful  starting  point  for 
considering  the  broad  range  of  GAO's  work. 


Deflnitions  of  Work  Categories 

The  panel  considered  the  following  categories  of  GAO  work: 

1.      Financial  audits.  GAO  financial  audits  include  financial  statement  audits  and  financial-related 
audits.     These  include  audits  of  financial  statements  or  segments  of  financial  statements. 


"As  part  of  several  of  these  categories,  GAO  reviews  the  compliance  of  agency  actions  and 
programs  with  federal  laws  and  regulations  ("compliance  audits").  It  also  reviews  protested  federal 
contract  awards  and  provides  other  legal  advice;  Uie  panel  did  not  review  GAO  operations  in  these 
legal  areas. 

"These  categories  are  compatible  with  those  that  the  Senate  Committee  on  Governmental  Affairs 
used  in  the  statement  of  work  for  this  study. 

"GAO  recognizes  that  categories  of  work  are  not  neatly  defmed  and  also  that  practice  may  not 
precisely  match  formal  standards  and  objectives.   GAO  notes  in  the  "yellow  book"  (p.  8): 

"These  standards  are  more  than  the  codification  of  current  practices.  They  include 
concepts  and  audit  areas  that  are  still  evolving  and  are  vital  to  the  accountability 
objectives  sought  in  auditing  governments  and  their  programs  and  services. 
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financial  information  and  financial  systems,  internal  controls  over  financial  reporting  (including 
computer-based  systems)  and  over  compliance  with  laws  and  regulations  governing  contracts 
and  bids,  actual  compliance  with  laws  and  regulations,  and  related  allegations  of  fraud.*" 

Economy  and  efficiency  audits.  This  category  of  GAO's  work  is  designed  to  determine 
whether  an  entity  is  acquiring  and  using  resources  economically  and  efficiently,  the  causes  of 
inefficiencies  or  uneconomical  practices,  and  whether  the  entity  has  complied  with  laws  and 
regulations  concerning  matters  of  economy  and  efficiency." 

Program  evaluations.  The  term  "program  evaluations"  is  the  term  commonly  given  to 
reviews  that  assess  whether,  and  how  much,  the  desired  results  or  benefits  established  by  the 
legislative  or  other  authorizing  body  are  being  achieved  by  organizations,  programs,  activities, 
or  functions  and  their  effectiveness  in  achieving  those  results.  Such  reviews  can  relate  to  a 
particular  program,  a  single  component  of  a  program  or  agency  function,  or  a  group  of 
programs  and  activities  across  the  agency  or  agencies." 

Policy  analysis  and  policy  development.  Perhaps  the  most  difficult  category  to  define 
discretely,  this  activity  includes  presentations  of  information  and  analytical  findings,  evaluation 
of  options  for  addressing  specific  policy  objectives  and  interests,  assessments  of  past  experience 
and  projections  of  probable  costs  or  outcomes,  or  both,  of  particular  policy  options.  This 
category  also  includes  GAO's  comments  on  policy  changes  proposed  in  legislation,  as  well  as 
assistance  in  drafting  legislation  that  would  formulate  new  policy. 

General  management  reviews  and  related  activities.  In  the  last  10  years,  GAO  has 
conducted  a  series  of  studies  that  it  generically  labeled  general  management  reviews,  which 
examined  the  operations,  strengths,  and  weaknesses  of  overall  management  structures, 
approaches,  and  systems  in  federal  organizations.  They  have  focused  primarily  on  an  agency's 
general  management  systems,  organizational  structure,  and  processes,  rather  than  on  the 
functioning  of  specific  programs. 

Special  Investigations.  Special  investigations  at  GAO  follow  up  on  indications  of  "fraud, 
waste,  and  abuse"  -  including  conflict  of  interest  and  violations  of  federal  criminal  statutes  - 
in  government  operations,  and  carry  out  specific  investigations  requested  by  congressional 
committees  or  members. 


•""Yellow  book,"  pp.  12-14. 

*'The  "yellow  book"  uses  the  term  "performance  audits"  to  refer  collectively  to  economy  and 
efficiency  audits  and  to  what  it  refers  to  as  "program  audits,"  a  type  of  audit  that  considers  the 
effectiveness  of  programs  (p.  14).  This  study  discusses  reviews  of  program  effectiveness  under  the 
category  of  "program  evaluations,"  a  category  of  work  that  by  definition  looks  more  deeply  into 
questions  of  effectiveness  than  the  more  process-oriented  category  of  audits. 

"GAO  also  uses  the  term  "program  results  reviews"  for  this  type  of  study  of  the  effectiveness  of 
the  outcome  or  results  of  programs.   Policies/Procedures  Manual,  November  1992,  p.  2.0-2. 
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The  panel  set  out  to  evaluate  GAO  reports  in  those  categories,  beginning  by  reviewing  the 
range  of  work  in  GAO's  Indexes  and  Abstracts  of  Reports  and  Testimony  for  fiscal  years  1990-1992. 
The  panel  also  reviewed  recent  reports  that  GAO  identified  as  its  best,  and  examples  of  reports  or 
streams  of  work  that  GAO  or  congressional  members  identified  as  particularly  controversial  or 
otherwise  problematic.  As  examples  of  work  within  a  more  concentrated  time  period  and  a  more 
specific  program  area,  the  project  staff  also  read  all  GAO  reports  and  testimony  released  in  June  1993 
and  all  146  of  GAO's  transportation-related  reports  and  testimony  from  1989  to  1993.  From  these 
hundreds  of  documents,  the  panel  and  staff  concluded  that  although  the  above  list  of  categories  of 
work  accurately  describes  the  range  of  GAO  work,  individual  projects  and  work  products  often  cannot 
be  discretely  categorized  as  belonging  exclusively  to  one  or  another  type.  The  following  sections 
refiect  assessments  of  reports  and  testimony  that  fit  into  the  particular  category  of  work  at  least  in  part. 


Financial  Audits 

Financial  audits,  including  audits  of  agency  financial  statements  and  other  financial-related 
audits,  are  most  closely  associated  with  GAO's  historic  role.  GAO's  most  established  and  best 
developed  standards  and  policies  for  audit  work  cover  financial-related  audits." 

In  the  decades  before  the  CFO  Act,  GAO  devoted  decreasing  staff  time  to  financial  auditing. 
Since  1990  and  passage  of  the  CFO  Act,  a  growing  component  of  GAO's  financial  work  has  involved 
advising  and  assisting  agencies  in  conducting  their  own  internal  accounting,  financial  reporting, 
financial  auditing,  and  financial  management  -  a  pressing  need  today  in  the  federal  government.  GAO 
has  focused  more  attention  on  this  area  in  the  last  decade  as  Congress,  federal  agencies  and  the  public 
have  placed  renewed  emphasis  on  financial  accountability.  In  its  Policies /Procedures  Manual,  GAO 
describes  "financial  management  reviews"  as  one  of  its  major  areas  of  work."  GAO's  1992 
Financial  Managemeru  transition  report  listed  25  major  reports  on  financial  management  issues  from 
1985-1992." 

One  product  in  this  category  of  work  is  GAO's  "High-Risk  Series,"**  a  set  of  red-covered 
volumes  which  GAO  first  issued  in  December  1992  and  sent  to  the  congressional  leadership, 
committee  and  subcommittee  chairs  and  ranking  minority  members,  the  President,  OMB,  and  affected 
agencies.  These  reports  summarize  the  challenges  and  deficiencies  in  internal  controls  and  fmancial 
management  systems  in  17  programs,  agencies,  or  both,  that  GAO  identified  as  especially  vulnerable 


•'"YeUow  book,"  pp.  12-14  and  32-61. 

"GAO  identifies  the  key  objectives  of  financial  management  reviews  as  "improving  agency  and 
program  accounting  and  financial  management.  Reviews  having  these  objectives  .  .  .  help  ensure  that 
funds  are  spent  prudently,  as  intended  by  the  Congress,  and  are  properly  accounted  for;  that  property 
is  adequately  controlled;  and  that  managers  have  the  timely  and  reliable  information  they  need  to 
manage  their  operations  effectively."   Policies/Procedures  Manual,  p.  2.0-1. 

*'GAO/OCG-93-4TR,  pp.  37-40.  The  list  does  not  include  GAO's  High-Risk  Series. 

"GAO/HR-93-1  through  GAO/HR-93-17. 
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to  waste,  fraud,  abuse,  and  mismanagement."  GAO  tries  to  identify  the  fundamental  causes  of  the 
problems  and  to  recommend  solutions  to  Congress  and  executive  leaders.  While  GAO  did  not  prepare 
its  high-risk  series  in  response  to  a  congressional  request,  several  committees  and  agency  managers 
noted  that  they  have  found  the  reports  useful  background  to  understanding  weaknesses  and  patterns 
of  problems  that  the  agencies  and  Congress  should  address. 

GAO's  financial  auditors  and  experts  on  financial  matters  are  located  primarily  in  AIMD  --  the 
division  that  GAO  formed  in  1993  by  merging  the  Accounting  and  Financial  Management  Division 
(AFMD)  and  the  Information  Management  and  Technology  (IMTEC)  Division.  (AIMD  now  includes 
information  management,  information  technology,  operations  analysis,  financial  auditing  and  financial 
management,  and  federal  budget  and  budget  process  issues.)  The  year  before  the  two  divisions 
merged,  AFMD  accounted  for  11  percent  of  GAO's  staffing  resources  and  IMTEC  for  6  percent. 

The  CFO  Act  has  created  new  demands  and  new  importance  for  GAO's  financial-related  work. 
GAO  helped  develop  and  support  the  legislation  in  the  five  years  before  its  enactment,  participating 
with  the  Senate  Committee  on  Governmental  Affairs  and  the  House  Committee  on  Government 
Operations,  0MB,  and  the  Treasury  Department  in  discussions  of  potential  approaches.  The  goals 
of  the  law  extend  beyond  accurate  agency  financial  reports  to  full  federal  financial  management 
systems  that  permit  an  integrated  approach  to  budgeting  and  accounting.  In  the  pilot  projects  under 
the  act,  executive  agencies  are  working  to  create  accounting,  reporting,  and  financial  management 
systems  that  can  produce  viable  financial  statements  and  will  relate  financial  accounting  and 
information  systems  to  budgeting  and  performance  results.  CFOs  have  operating  responsibility  for 
financial  management  in  each  cabinet  department  or  major  executive  branch  agency.  The  office  of 
the  inspector  general  is  the  internal  audit  unit  in  an  agency  and  is  responsible  for  doing  mandated 
financial  statement  audits  or  contracting  with  a  private  audit  firm  to  conduct  the  audits.  In  addition, 
the  act  authorizes  the  comptroller  general  to  review  any  financial  statement  audit  and  report  to 
Congress  on  it. 

While  GAO  continues  to  monitor  and  audit  federal  programs  that  seem  at  high  risk  for 
inadequate  financial  controls,  its  primary  role  under  the  CFO  Act  is  to  help  agencies  and  the  federal 
government  to  develop  needed  systems  —  financial  reporting,  auditing,  and  financial  management 
systems.   GAO  has  a  five-part  strategy  for  responding  to  the  act: 

•  Working  proactively  and  cooperatively  with  OMB  to  develop  clear,  uniform  standards  and 
guidelines  for  agencies  on  carrying  out  the  act; 

•  Carrying  out  initial  audits  of  selected  agencies'  financial  statements  during  the  law's  pilot  phase 
(including  the  Department  of  the  Army,  IRS,  Customs  Service,  the  Department  of  State,  and 
the  Department  of  Education)  and  advising  and  assisting  federal  financial  managers  who 
conduct  financial  statement  audits; 


*'In  the  1980's,  the  Office  of  Management  and  Budget  (OMB)  began  to  prepare  a  longer  "high-risk 
list"  and  to  include  it  in  the  President's  budget.  The  list  in  the  fiscal  year  1995  budget,  issued  in 
January  1994,  shows  84  programs  or  systems  on  OMB's  list,  compared  to  104  at  the  start  of  1993. 
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•  Developing  a  financial  auditing  manual  tailored  for  use  in  the  federal  government; 

•  Providing  training  and  technical  assistance  on  financial  statement  audits,  other  financial-related 
audits,  and  internal  controls  to  members  of  agency  inspector  general  offices  (including  about 
1,500  participants  over  a  three-year  period  in  customized  courses  at  the  GAO  Training 
Institute);  and 

•  Participating  in  the  Federal  Accounting  Standards  Advisory  Board  (FASAB)  with  OMB  and 
Treasury  to  develop  principles  and  standards  for  financial  reporting. 

GAO  took  major  steps  to  prepare  for  its  role  in  implementing  the  act,  such  as  adding  1 15 
people  with  accounting  and  financial  systems  background  (including  5 1  experienced  Certified  Public 
Accountants)  to  its  staff  in  fiscal  years  1990-91,  after  at  least  a  decade  of  falling  numbers  of  auditors 
and  accounting  personnel.  GAO  also  established  cooperative  relationships  with  the  staff  in  agencies 
with  which  it  was  working.  Based  on  interviews  for  this  study,  those  relationships  appear 
constructive,  generating  both  positive  comments  from  agencies  and  a  greater  capacity  on  their  part  to 
produce  solid  financial  systems  responsive  to  the  act's  requirements  (although  few  agencies  have 
received  an  unqualified  audit  of  their  financial  statements).  In  his  February  1994  testimony,  the 
comptroller  general  expressed  support  for  proposed  legislation,  H.R.  3400,  that  would  extend  the 
requirements  for  audited  financial  statements  to  all  funds  and  all  23  executive  departments  and  major 
agencies,  moving  the  CFO  Act  mandates  from  pilot  to  permanent  status. 


RECOMMENDATION: 

In  allocating  its  resources,  GAO  should  give  higher  priority  to  activities  in  financial 
auditing  and  development  of  federal  financial  management  systems,  particularly 
in  light  of  the  potential  positive  effects  on  a  wide  range  of  management 
performance  improvements. 

RECOMMENDATION: 

GAO  should  make  a  strong  effort  to  maintain  and  enhance  its  reputation  as  an 
expert  in  flnancial  management,  and  to  develop  expertise  on  state-of-the-art 
accounting  and  financial  information  systems. 

RECOMMENDATION: 

GAO  should  continue  to  develop  Its  skills  and  capacity  to  evaluate  Hnancial  management 
and  information  systems,  to  work  with  agencies  to  review  and  improve  their  own  systems, 
and  to  build  Tmancial  management  perspectives  and  skills  into  all  issue  area  teams 
conducting  m^or  organizational  and  general  management  studies. 
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RECOMMENDATION: 

GAO  should  build  new  skills  in  the  methods  and  applications  of  cost  accounting,  cost 
analysis,  and  cost  information  systems,  oriented  to  producing  results  that  will  be  relevant 
to  management.  GAO  should  also  focus  increased  attention  on  ways  to  move  federal 
agencies  to  integrating  the  results  and  perspectives  of  cost  accounting  and  auditing  into 
financial  and  general  management  and  planning. 


Paralleling  GAO's  financial  auditing  and  financial  management  activities,  AIMD  staff  is 
developing  a  consultative  relationship  with  federal  agencies  in  the  areas  of  information  technology  and 
information  management.  GAO  is  advising  and  assisting  information  managers  and  information 
technology  specialists  to  develop  information  systems  that  will  support  effective  accomplishment  of 
agency  mission.  Interviews  indicate  that  agency  information  management  experts  have  found  GAO's 
recent  Executive  Guide:  Improving  Mission  Performance  Through  Strategic  Information  Management 
and  Technology^  a  very  constructive  guide,  with  great  potential  to  help  agencies  in  this  difficult, 
important  area  --  readable,  understandable,  well  researched,  substantive,  practical,  and  easy  to  use. 
This  contrasts  sharply  with  comments  about  some  previous  GAO  work  on  information  technology  and 
management  as  highly  critical  of  agency  systems  without  providing  concrete,  practical 
recommendations  for  overcoming  deficiencies  and  management  obstacles  to  improvement. 

AIMD  is  building  its  expertise  in  "process  reengineering,"  a  management  process  that  critically 
examines,  rethinks,  and  redesigns  organizational  processes  around  desired  mission  outcomes.  Process 
reengineering  often  involves  applying  information  technology  as  an  enabUng  tool,  if  not  a  basic  part, 
of  the  processes  that  are  reviewed  and  redesigned. 


RECOMMENDATION: 

GAO  should  continue  to  develop  and  refine  Its  expertise  and  capacity  in  information 
systems  and  management  and  the  application  of  information  technology  to  support 
program  and  agency  missions. 

RECOMMENDATION: 

GAO  should  include  information  management  experts  in  its  issue  area  teams  conducting 
broader  audits  and  evaluations,  and  It  should  integrate  knowledge  of  information 
technology  and  perspectives  on  using  information  management  and  "process 
reengineering"  into  its  general  management  work. 


**GAO/AIMD-94-115,  May  1994. 
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Economy  and  Efficiency  Audits 

Economy  and  efficiency  audits  of  programs  and  activities  are  a  major  category  of  audit  work 
set  out  in  both  GAO's  Policies/Procedure  Manual  and  the  "yellow  book.""  This  category  of  work 
has  been  an  important  component  of  GAO  work,  particularly  since  GAO's  shift  in  the  1950s  from 
voucher  auditing  to  more  comprehensive  auditing.   GAO  defines  these  audits  as: 

Reviews  having  economy  and  efficiency  objectives  determine  how  waste  and  inefficient 
use  of  federal  funds  can  be  eliminated  and  how  resources  can  be  used  to  meet  program 
objectives  better  or  at  lower  cost.™ 

The  category  of  economy  and  efficiency  audits  also  includes  GAO's  audits  of  operational  or 
program  compliance  with  legislative  or  administrative  requirements.  GAO's  "yellow  book"  notes  that 
economy  and  efficiency  audits  may  consider  whether  an  organization  or  program  is  following  sound 
procurement  practices,  using  the  minimum  amount  of  resources  in  producing  the  appropriate  quantity 
of  goods  and  services,  avoiding  duplication  of  effort,  avoiding  idleness  and  overstaffing,  using  efficient 
operating  procedures,  complying  with  requirements  of  laws  and  regulations,  and  maintaining  an 
adequate  system  for  measuring  and  reporting  performance  on  economy  and  efficiency." 

GAO  economy  and  efficiency  audits  have  covered  a  broad  range  of  government  programs 
through  various  types  of  studies.  Most  of  these  audits  are  performed  by  issue  area  staffs  assigned  to 
work  on  the  particular  government  programs  and  issues.  While  many  reports  reflect  relatively 
narrowly  focused  examinations  of  processes  and  efficiencies,  some  of  GAO's  reports  in  this  category 
move  into  more  subjective  issues  beyond  the  scope  of  "yellow  book"  auditing  standards.  Often, 
Congress  requests  studies  of  this  kind;  GAO  also  initiates  studies  to  keep  up  with  the  range  of 
programs  and  perform  periodic  spot  checks  of  agencies  and  programs,  particularly  to  detect  problems 
with  economy  and  efficiency  in  high-risk  programs  and  any  need  for  improvements  in  other  programs. 

Due  to  the  volume  and  diversity  of  work  that  is  partly  or  wholly  in  this  category,  the  panel 
cannot  offer  definitive  judgments  on  the  quality  and  useftilness  of  this  entire  category.  The  quality, 
depth,  and  approach  of  the  reports  reviewed  by  the  panel  vary  enormously.  Based  on  the  reading  and 
interviews  conducted  for  this  study,  the  panel  offers  the  following  observations: 

•  GAO's  relations  with  the  organizations  it  reviews  in  its  economy  and  efficiency  audits  range 
fi-om  positive  and  cooperative  to  adversarial.  While  a  healthy  tension  exists  in  most  arms- 
length  auditing  between  the  auditor  and  the  organization  being  audited,  constructive  relations 


^Policies/Procedures  Manual,  p.  2.0-2,  and  the  "yellow  book,"  pp.  14-15.  Chapters  6  and  7  of 
the  "yellow  book"  present  in  considerable  detail  standards  for  conducting  and  reporting  this  type  of 
audit.  Economy  and  efficiency  audits  are  covered  in  the  "yellow  book"  as  one  component  of 
"performance  audits, "  the  other  component  being  what  it  calls  "program  audits"  which  review  program 
effectiveness  ("yellow  book,"  pp.  14  and  16). 

^"Policies/Procedures  Manual,  p.  2.0-2. 

""Yellow  book,"  p.  15. 
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produce  recommendations  that  are  more  realistic,  better  grounded  in  an  understanding  of  the 
program  and  orgahization,  and  more  likely  to  be  implemented. 

•  Some  of  the  congressional  and  agency  staff  interviewed  for  this  research  expressed  skepticism 
as  to  whether  GAO  evaluators  maintain  an  "independent  attitude  and  appearance""  in  their 
audits.  Some  interviewees  in  both  the  legislative  and  executive  branches  stated  that  they  regard 
a  negative  report  (sometimes  referred  to  as  a  "gotcha"  report)  as  the  predetermined  outcome 
of  such  audits.  GAO's  statements  of  its  objectives  in  this  category  seem  to  support  this 
suspicion,  and  the  titles  of  the  reports  contribute  to  that  impression.  Many  titles  include  such 
words  as  "mismanagement,"  or  highlight  waste,  abuse  and  fraud,  which  may  create  negative 
hearings  and  headlines  and  contribute  to  agency  perceptions  that  GAO  is  only  featuring 
criticism  and  may  be  "out  to  get"  the  agency  or  program. 

•  Congressional  and  agency  staff  generally  do  not  appear  to  respect  GAO's  expertise  in  judging 
economy  and  efficiency  as  highly  as  its  skill  in  financial  management  and  accounting.  In 
interviews,  many  staff  members  said  that  GAO  auditors  and  evaluators  often  begin  with  little 
knowledge  of  agency  or  program  operations  in  the  area  audited,  and  sometimes  end  with 
findings  that  seem  relatively  superficial,  unremarkable,  or  already  widely  recognized  by  the 
people  working  in  or  involved  with  the  subject  area. 

•  GAO's  economy  and  efficiency  audits  tend  to  focus  on  findings  and  recommendations  related 
to  process,  controls,  and  oversight.  Two  themes  appear  frequently  in  this  type  of  GAO  work: 
"better  management  needed"  or  "adequate  oversight  lacking."  The  panel  reviewed  a  number 
of  reports  with  these  phrases  in  titles  or  summary  recommendations. 

Of  course,  there  is  always  room  for  improvement  in  efficiency  and  economy  of  management, 
and  oversight  is  never  perfect.  GAO,  however,  appears  to  assume  that  more  oversight  will  result  in 
better  performance.  Yet,  generally,  it  provides  no  evidence  of  the  changes  in  performance  to  expect 
from  implementation  of  its  recommendations.    For  example: 

•  U.S.  Army  Corps  of  Engineers:  Better  Management  Needed  for  Mobilization  Support 
(GAO/NSIAD-93-1 16)  asserts  that  headquarters  oversight  is  inadequate,  but  its  10  pages  never 
address  the  costs  of  implementing  the  recommendations  or  the  expected  performance 
improvements.  The  recommendations  are  procedural  and  the  report  acknowledges  that  the 
agency  is  making  changes  in  the  recommended  direction  (for  example,  shifting  plans  from 
global  to  regional  conflict  scenarios). 

•  Eastern  Europe:  AID 's  Indefinite  Contracts  Assist  Privatization  Efforts  But  Lack  Oversight 
(GAO/NSIAD-94-61)  concludes  that,  in  general,  host  governments  were  satisfied  with  AID- 
funded  efforts  and  compared  AID  contracts  favorably  to  other  donor  programs;  nevertheless, 
the  GAO  report  calls  for  increased  AID  oversight.  The  report  does  not  specify  what  program 
benefits  might  ensue  from  creating  more  oversight. 


"Independent  attitude  and  appearance"  is  a  standard  provided  in  the  "yellow  book,"  p.  22. 
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In  summary,  much  GAO  economy  and  efficiency  auditing  tends  to  revolve  around  examinations 
and  recommendations  related  to  process,  but  does  not  analyze  cost,  priorities  relative  to  other  agency 
challenges,  and  likely  impacts  on  effectiveness.  GAO's  conclusions  and  recommendations  may  make 
headlines,  but  they  lack  a  good  record  of  leading  to  actual  change  or  to  real  performance 
improvement.  In  fact,  they  tend  mainly  to  make  managers  increasingly  risk  averse.  The  problems 
that  GAO  notes  in  its  audit  reports  often  continue  for  years  after  it  issues  final  recommendations, 
raising  questions  as  to  whether  GAO  is  pursuing  the  most  effective  means  of  reviewing  and  reporting 
on  the  economy,  efficiency,  and  overall  value  of  program  expenditures.  GAO  should  recognize  the 
diminishing  returns  of  increasingly  detailed  procedural  regulation  and  external  oversight,  and  focus 
more  on  recommending  practical  action  steps  by  agencies  and  program  managers  that  can  lead  to 
concrete  internal  improvements  in  operations  and  capacity  to  accomplish  core  missions  more 
economically  and  effectively.  It  is  easy  to  say  that  improvements  could  be  made;  the  more  challenging 
issues  are  how,  at  what  cost,  and  with  what  results.  GAO  should  shift  its  perspective  from  immediate 
shortcomings  of  agencies  and  programs  to  a  longer  term  view  of  systems  that  will  result  in  better 
management  and  more  accurate  and  reliable  information  on  costs  and  associated  outputs. 


RECOMMENDATION: 

GAO  should  establish  standards  for  diagnosing  root  causes  of  problems  and  develop 
methods  to  evaluate  costs  and  benefits  of  potential  changes.  GAO  also  should 
substantially  increase  its  internal  capacity  and  resources  for  performing  cost  analysis  and 
assessing  the  costs  and  benefits  of  agency  steps  to  make  internal  efficiency  improvements. 

RECOMMENDATION: 

GAO  economy  and  efficiency  audits  should  include  an  assessment  of  the  potential  costs 
of  implementing  its  recommendations  as  well  as  the  likely  benefits.  These  considerations 
should  be  included  in  the  terms  of  reference  developed  for  a  job  before  the  work  starts. 

RECOMMENDATION: 

GAO  should  avoid  making  recommendations  or  using  report  titles  that  call  for  increases 
in  oversight  or  for  improvements  in  management  without  specific  empirical  fmdings  that 
the  recommendations  likely  will  result  in  more  cost-effective  program  outcomes. 


Program  Evaluations 

Over  the  past  two  decades,  GAO  has  significantiy  increased  the  volume  of  program  evaluations 
it  conducts.  This  trend  has  been  driven  by  congressional  requests,  statutory  authority  established  in 
1970  and  1974  to  do  this  type  of  work,  and  GAO's  own  recognition  of  the  importance  of  reviewing 
and  enhancing  the  performance  of  federal  programs.  At  the  same  time  that  Congress  asked  GAO  to 
develop  program  evaluation  capacities  and  conduct  evaluations  in  the  1960s  and  1970s,  agencies 
responsible  for  implementing  programs  also  were  developing  program  evaluation  functions  and 
expertise.   However,  the  attention  and  staff  resources  that  executive  agencies  devoted  to  these  issues 
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fell  rapidly  in  the  1980s"  while  congressional  requests  for  GAO  to  do  program  evaluations  increased. 

GAO  uses  the  term  "program  evaluation"  (used  in  GAO's  authorizing  legislation  and  reflected 
in  the  name  of  a  division  at  GAO)  and  also  the  term  "program  results  reviews"'*  for  work  that 
evaluates  how  effectively  programs  and  activities  are  meeting  intended  goals  and  purposes.  GAO 
identifies  the  primary  objective  of  "program  results  reviews"  as  "improving  the  extent  to  which  federal 
programs  and  operations  achieve  congressionally-intended  results. "''  The  audit  framework  of  the 
"yellow  book"  covers  "program  audits"  that  consider  effectiveness  of  programs.  The  range  of  GAO's 
program  evaluation  work  has  expanded  considerably  since  GAO  developed  its  "yellow  book"  standards 
in  the  1970s  and  1980s.   The  book  suggests  that  what  it  calls  "program  audits"  may: 

a.  Assess  whether  the  objectives  of  a  proposed,  new,  or  ongoing  program  are  proper,  suitable, 
or  relevant; 

b.  Determine  the  extent  to  which  a  program  achieves  a  desired  level  of  program  results; 

c.  Assess  the  effectiveness  of  the  program  and/or  individual  program  components; 

d.  Identify  factors  inhibiting  satisfactory  performance; 

e.  Determine  whether  management  has  considered  alternatives  for  carrying  out  the  program  that 
might  yield  desired  results  more  effectively  or  at  a  lower  cost; 

f.  Determine  whether  the  program  complements,  duplicates,  overlaps,  or  conflicts  with  other 
related  programs; 

g.  Identify  ways  of  making  programs  work  better; 

h.     Assess  compliance  with  laws  and  regulations  applicable  to  the  program; 

i.      Assess  the  adequacy  of  the  management  control  system  for  measuring,  reporting,  and 
monitoring  a  program's  effectiveness;  and 

j.      Determine  whether  management  has  reported  measures  of  program  effectiveness  that  are  valid 
and  reliable.™ 


"See  Federal  Evaluation-Fewer  Units,  Reduced  Resources,  Different  Studies  from  1980, 
GAO/PEMD-87-9;  and  Christopher  G.  Wye  and  Richard  Sonnichsen,  eds..  Evaluation  in  the  Federal 
Government:   Changes,  Trends,  and  Opportunities,  1992. 

''* Policies/Procedures  Manual,  p.  2.0-2. 

"^^Policies/Procedures  Manual,  p.  2.0-2. 

'*" Yellow  book,"  p.  16. 
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These  are  appropriate  objectives  for  GAO  evaluations  --  although  the  first  item  related  to 
questioning  the  stated  objectives  of  an  existing  program  established  by  law  potentially  raises  concerns 
in  Congress  among  both  supporters  and  critics  of  the  programs  GAO  studies. 

In  setting  out  the  objectives  for  its  program  evaluations  and  in  outlining  purposes  such  as  item 
(f)  above,  GAO  also  suggests  a  further  application  for  this  work:  evaluating  activities  and  results 
across  programs  and  agencies.  In  interviews  for  this  study,  congressional  and  executive  branch 
representatives  cited  the  value  of  GAO's  work  in  comparing  and  integrating  assessments  of  programs 
with  the  same  or  similar  objectives.  One  example  is  a  recent  summary  from  GAO's  Education  and 
Employment  Issue  Area  of  the  number  of  federal  programs  and  agencies  involved  in  job  training. 
GAO  is  now  extending  that  analysis  to  compare  the  objectives,  performance  measures,  and  relative 
costs  of  the  various  programs  in  achieving  their  training  purposes. 

Program  evaluations  are  inherently  controversial.  Any  positive  or  negative  evaluation  of  a 
program  will  trigger  the  emotions  of  interested  individuals  and  groups.  Some  of  GAO's  best  and  also 
some  of  its  weakest  work  in  this  category  has  become  the  subject  of  controversy  in  Congress  and  the 
agencies.  GAO  can  avoid  some  controversy  by  building  strong  interdisciplinary  evaluation  teams, 
giving  special  attention  to  establishing  clear,  objective,  broadly  accepted  definitions  of  the  questions 
the  evaluations  address,  and  relying  on  solid,  credible  data  sources  as  the  starting  point  for  the 
analysis,  and  selecting  appropriate  methodology. 

In  1980,  GAO  created  the  Institute  for  Program  Evaluation,  which  became  the  Program 
Evaluation  and  Methodology  Division  (PEMD)  in  1983.  PEMD  -  along  with  the  Design  and 
Methodology  Technical  Assistance  Groups  (DMTAGs)  and  the  economics  units  in  the  divisions,  and 
the  Training  Institute  —  have  contributed  to  improvements  in  GAO  evaluation  work.  PEMD  performs 
independent  evaluations  and  advises  other  divisions.  Interviews  conducted  for  this  study  indicate  that 
PEMD's  recommendations  to  other  issue  area  staffs  about  methodologies  to  use  in  conducting 
evaluations  ~  its  special  area  of  expertise  -  do  not  always  carry  substantial  weight.  PEMD  has  a 
smaller  staff  and  budget  than  any  other  GAO  division  (less  than  2.5  percent  of  GAO's  staffing 
resources  in  fiscal  year  1993).  The  larger  professional  and  academic  community  involved  in  program 
evaluation  and  congressional  interviewees  aware  of  PEMD's  work  generally  respect  PEMD's  studies, 
which  combine  social  science  and  auditing  skills.  PEMD  occasionally  has  had  difficulty  satisfying 
its  interest  in  methodological  and  analytical  rigor  and  also  meeting  congressional  time  demands  and 
needs  for  immediately  and  easily  usable  data.'^  Consequently,  PEMD  has  developed  fast-track 
approaches  to  provide  congressional  requesters  with  information  and  evaluations  more  quickly. 

Program-oriented  issue  area  staffs  perform  many  of  the  GAO  studies  that  fit  into  the  category 
of  program  evaluations.  They  carry  out  these  evaluations  within  several  serious  constraints.  With  few 
exceptions,  the  issue  areas  cannot  afford  or  effectively  manage  time  series  studies,  experimental 
research  designs  (with  control  populations,  double  blind  observations,  etc.),  or  large-scale  surveys. 
They  must  design  program  evaluation  strategies  matched  to  their  capabilities  and  to  congressional 
needs,  often  under  the  serious  time  pressure  of  Congress's  schedule  of  program  and  policy  debates. 


^PEMD's  major  recent  product,  The  U.S.  Nuclear  Triad:  GAO's  Evaluation  of  the  Strategic 
Modernization  Program,  resulted  in  eight  classified  volumes  (GAO/C-PEMD-92-1  to  92-8). 
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GAO's  strength  in  program  evaluation  has  been  studies  covering  a  relatively  short  time  period, 
analyzing  existing  data  sources  and  synthesizing  varied  sources.  This  is  a  type  of  program  evaluation 
for  which  congressional  staffs  have  almost  unlimited  need.  Program  evaluation  based  on  up-to-date 
and  solid  data  from  other  sources  is  an  important  component  of  GAO's  mission  to  examine  and  report 
on  existing  activities  using  federal  funds. 

GAO  is  not  and  should  not  be  the  government's  primary  source  of  results-oriented  program 
evaluation.  Appropriately,  GAO  performs  only  a  fraction  of  the  federal  government's  total  program 
evaluations,  and  could  never  conduct  all  of  the  program  evaluations  the  government  needs.  Rather, 
program  evaluation  must  be  an  ongoing  function  of  agency  management.  Evaluations  done  by  or  for 
the  managers  of  an  organization  itself  often  have  a  better  chance  to  reach  the  desired  audience  in  a 
non-confrontational  manner,  reflect  timely  and  in-depth  data,  incorporate  practical  day-to-day 
knowledge  of  programs,  and  achieve  the  support  and  cooperation  of  officials  who  must  carry  out 
needed  improvements.  On  a  selective  basis,  however,  GAO  can  offer  a  valuable,  objective  outside 
perspective;  with  enhanced  skills  and  clearer,  stronger  evaluation  standards  and  methods,  GAO  can 
offer  professional  quality  program  evaluations  that  Congress  and  agencies  need  to  achieve  improved 
government  performance. 


RECOMMENDATION: 

GAO  should  clearly  identify  the  objectives  and  the  key  research  questions  and  criteria  for 
Its  program  evaluations,  as  part  of  developing  the  terms  of  reference  for  each  job. 

RECOMMENDATION: 

GAO  should  require  that  the  work  plans  and  terms  of  reference  for  all  its  program 
evaluations  incorporate  cost  analysis  and  performance  measures  of  the  improvements 
GAO  recommends,  and  should  also  build  in  considerations  of  the  root  causes  of  any 
problems  identified.  The  studies  should  develop  estimates  of  the  costs  of  implementing 
the  recommendations  they  make  as  well  as  the  beneflts  to  agency  and  program 
performance,  and  should  suggest  ways  for  the  agencies  to  build  their  own  capacity  for 
diagnosing  problems  and  determining  the  cost-effectiveness  of  various  ways  of  addressing 
the  problems  they  face. 

RECOMMENDATION: 

GAO  study  teams  working  on  program  evaluations  should  include,  where  appropriate, 
participants  from  the  Program  Evaluation  and  Methodology  Division  and  other  specialized 
units  in  an  interdisciplinary  team,  to  assist  in  designing  the  study  methodology  and 
conducting  the  evaluations.  Those  staff  representatives  should  be  given  equal  standing 
and  opportunity  to  contribute  to  the  work,  and  teamwork  should  form  the  basis  for  the 
research  and  conclusions. 
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RECOMMENDATION: 

GAO  should  give  particular  emphasis  to  instituting  a  regular  process  of  objective,  external 
peer  review  involving  periodic  review  of  a  sampling  of  recent  GAO  work  in  the  category 
of  program  evaluations  (see  pp.  35-36). 


Policy  Analysis  and  Policy  Development 

Policy  analysis  and  policy  development  work  is  the  most  difficult  category  of  GAO  work  to 
isolate  and  assess.  Many  GAO  reports  and  testimony,  including  most  program  evaluations,  have  clear 
policy  implications  -  often  both  appropriate  and  unavoidable.  In  recent  years.  Congress  has  asked 
for  work  with  a  primary  focus  on  evaluating  a  policy  initiative,  advising  on  the  effects  of  various 
legislative  formulations,  or  performing  analyses  that  can  provide  a  foundation  for  developing  policy. 
Examples  of  areas  in  which  Congress  has  requested  GAO  work  include:  agricultural  support 
programs,  immigration  reform,  acquisition  reform,  military  base  closing  strategies,  and  deficit 
reduction.  Any  audit  or  study  of  program  areas  like  these  touches  on  policy  and  generally  affects 
political  interests.  GAO  performs  little  formal  policy  analysis  (i.e. ,  evaluating  and  comparing  multiple 
policy  or  program  options  to  achieve  a  specified  objective);^'  however,  many  GAO  reports  are 
directly  related  to  gathering  information  about  a  particular  program  or  option.  GAO's  internal 
strategic  plans  also  emphasize  policy-relevant  work. 

Based  on  the  panel's  review,  GAO's  policy  studies  range  from  solid,  compelling,  fact-based 
work  to  summaries  of  prior  work  to  views  on  legislation,  policy,  or  program  proposals,  building  on 
limited  interviews  and  literature  review.  Some  in  Congress  have  expressed  concerns  —  which  the 
panel  shares  -  that  GAO  has  on  occasion  moved  too  far  into  advocating  policy,  pushing  into  policy 
formulation  more  appropriate  to  elected  officials  and  then  urging  congressional  acceptance  of  GAO 
recommendations.  GAO's  appropriate  role  related  to  substantive  federal  policies  is  in  analyzing  and 
presenting  policy  options,  building  on  its  program  expertise,  previous  evaluations,  and  fact-based 
research. 

The  panel  found  no  evidence  of  deliberate  partisan,  political,  or  other  bias  in  GAO's  policy- 
related  work.  However,  the  closer  GAO  comes  to  value-laden  policy  issues  on  which  consensus  is 
lacking,  the  more  cautiously  it  should  proceed  and  the  more  emphasis  it  must  give  to  developing  a 
solid,  reliable  factual  basis  for  its  analysis.  In  heavily  policy-related  work,  GAO  also  must  explicitly 
delineate  its  methodology  and  sources.  GAO  should  carefiilly  review  the  nature  of  each  proposed 
project  in  this  category,  the  questions  to  be  addressed,  and  the  approach  to  be  followed  before 
accepting  and  initiating  the  work. 


^'While  GAO  offers  courses  in  policy  analysis  in  its  Training  Institute,  it  does  not  include  policy 
analysis  as  a  category  of  work  in  its  formal  listings  of  work  products.  GAO,  however,  highlights  what 
it  calls  "options  analysis  reviews,"  targeted  to  'improving  the  information  base  on  which  policy 
decisions  are  made."   Policies/Procedures  Manual,  p.  2.0-2. 
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Congressional  requesters  can  be  expected  to  turn  to  GAO  for  policy  analysis  -  particularly  for 
factual  analysis  and  informed  perspectives  that  seem  to  be  missing  in  the  political  debate,  and  also  for 
assessment  of  issues  on  which  they  want  an  outside  view.  A  considerable  number  of  committee  staffs 
interviewed  for  this  study  expressed  interest  in  having  GAO  evaluate  and  present  options  for 
addressing  identified  policy  goals  -  a  more  classic  "policy  analysis"  function  ~  rather  than  having 
GAO  simply  extrapolate  from  a  program  review  to  present  a  single  policy  recommendation.  The 
current  strategic  planning  process  at  GAO  and  work  its  priorities  seem  to  be  moving  in  a  different 
direction,  encouraging  issue  area  leadership  to  become  more  involved  in  and  to  make  their  work  more 
relevant  to  policy  formulation.  GAO  can  obtain  congressional  requests  for  a  considerable  amount  of 
policy-related  work,  including  reports  on  many  of  the  significant  and  controversial  emerging  policy 
challenges  for  the  federal  government.  However,  both  GAO's  1992  congressional  survey  and 
interviews  for  this  research  indicate  substantial  uneasiness  among  congressional  members  and  staffs 
with  this  approach. 

In  policy  areas  in  which  GAO  is  simply  weighing  in  with  its  views  among  many  other  sources  - 
-  including  interest  groups,  executive  agencies,  think  tanks,  technical  and  academic  experts,  and 
congressional  staff  ~  without  any  special  expertise  or  background  support,  the  authoritativeness  of 
GAO's  contribution  to  congressional  understanding  and  deliberations  is  weakened.  Moreover,  many 
congressional  comments  note  that  effective  audits  and  program  evaluations  can  speak  louder  than  brief 
summaries  of  opinion  and  policy  recommendations.  Staffs  and  members  appear  to  want  GAO  to 
provide  them  with  facts  from  which  they  can  draw  their  own  conclusions. 


RECOMMENDATION: 

In  its  contribution  to  policy  debates  and  decisions,  GAO  should  focus  on  providing 
professional  quality  audits  and  evaluations  based  on  sound,  objective  information  and 
analysis.  GAO  should  give  renewed  emphasis  to  developing  and  assessing  policy  options 
and  their  potential  costs  and  benefits,  rather  than  recommending  and  defending  a  single 
policy  choice  (although  GAO  leaders  should  continue  expressing  their  recommendations 
in  areas  they  have  researched  —  when  their  opinions  are  requested). 

RECOMMENDATION: 

GAO  policy  analysis  and  other  policy-related  work  should  build  as  much  as  possible  on 
fact-based  analysis  and  program  evaluations.  GAO  should  establish  a  special  process  to 
review  proposed  policy  analysis  and  policy-related  work,  both  as  part  of  its  strategic 
planning  process  and  in  reviewing  individual  job  starts. 

RECOMMENDATION: 

GAO  should  use  the  framework  of  existing  laws  that  created  federal  agencies  and 
programs  as  its  guide  to  public  purposes  and  the  starting  point  for  its  studies. 
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RECOMMENDATION: 


GAO  should  be  especially  careful  in  formulating  terms  of  reference  for  studies  with  heavy 
policy  implications,  particularly  if  GAO  has  no  past  base  of  empirical  evidence  from  its 
earlier  audits  and  program  evaluations.  It  should  spell  out  subjective  and  objective 
factors  to  the  requester.  In  the  terms  of  reference  for  jobs  that  Involve  policy  analysis, 
GAO  should  include:  identlTication  of  the  problem  and  questions  to  be  examined; 
speciflcation  of  data,  methods  and  sources  to  be  used;  criteria  for  assessing  existing 
legislation  and  programs  that  supply  the  evaluation  framework;  potential  options;  and 
explication  of  the  likely  limitations  of  the  GAO  analysis. 

An  increasing  volume  of  GAO  work  involves  summarizing  past  work  to  emphasize  findings 
or  bring  to  public  attention  recommendations  that  have  not  yet  been  implemented.  GAO  also  has 
prepared  a  number  of  policy-oriented  reports  based  largely  on  secondary  sources.  The  summarizing 
work  includes  GAO's  Transition  Series  of  reports  addressing  "important  policy  and  management  issues 
facing  the  Congress  and  the  new  administration."  This  series  -  which  GAO  initiated  on  its  own  in 
1988  and  received  congressional  requests  to  produce  again  in  1992  -  reviews  and  synthesizes  existing 
GAO  work  related  to  particular  issue  areas,  programs,  and  organizations.  Some  congressional  staff 
readers  described  the  transition  reports,  issued  just  after  the  presidential  and  congressional  elections, 
as  useful  summary  and  background  information.  While  these  reports  did  not  reflect  new  work  or 
newly-developed  data,  in  most  cases  they  pulled  together  facts  and  perspectives  from  a  series  of 
reports  and  provided  the  results  of  substantial  numbers  of  reports  in  brief,  highly  readable,  easily 
accessible,  and  up-to-date  form  for  busy  staff  members  and  officials.  Several  committee  staffs, 
appointees,  and  others  said  they  used  the  transition  reports  heavily  as  background  primers  on  issues 
and  challenges  facing  an  organization  or  program,  and  to  identify  patterns  of  problems  or  threats.  To 
others,  however,  the  transition  reports  seemed  shallow  and  self-evident,  or  overly  self-referential  and 
self-congratulatory.  Some  congressional  critics  focused  on  only  one  or  two  points  in  the  transition 
reports  -  for  example,  statements  in  the  1988  Budget  Issues  transition  report  on  the  need  to  address 
the  federal  budget  deficit,  which  they  saw  as  overtly  political  and  partisan  in  their  message  and  effects. 

Addressing  the  Deficit:  Budgeting  Implications  of  Selected  GAO  Worlc^  is  an  example  of  a 
one-time  report  based  on  prior  GAO  work.  Compiled  by  AIMD,  it  draws  together  GAO  findings  on 
57  different  programs  or  federal  activities,  summarizes  the  options/recommendations  GAO  has 
presented  in  past  work,  and  provides  estimates  (obtained  from  CBO)  of  the  potential  federal  savings 
of  following  GAO's  recommendations.  The  report  is  not  as  comprehensive  as  CBO's  March  1994 
report,  Reducing  the  Deficit:  Spending  and  Revenue  Options.  However,  it  brings  together  the  results 
of  a  wide  range  of  GAO  studies  and  presents  them  in  brief,  readable  form,  with  associated  dollar 
benefits  for  each.  The  material  is  clearly  based  on  past  research,  and  reflects  rapid  work  on  GAO's 
part  to  meet  tight  timetables  in  Congress'  federal  budget  cycle. 


''GAO/OCG-94-3,  March  1994. 
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The  report  groups  past  GAO  work  according  to  three  major  themes  and  objectives,  which  it 
presents  to  Congress  as  possible  decision  rules: 

•  The  purposes  of  a  program:  whether  the  purposes  are  still  appropriate  for  conditions  today, 
and  its  cost-effectiveness  at  meeting  stated  purposes; 

•  Beneficiaries  of  a  program:  how  well  the  current  beneficiaries  match  the  program's  intended 
purposes,  and  the  effectiveness  of  formulas  or  eligibility  standards  for  targeting  intended 
beneficiaries;  and 

•  Operational  efficiencies  and  potential  improvements  in  organization,  processes,  information, 
and  performance  measurement,  to  improve  accountability  and  effectiveness. 

Several  committees  have  found  the  budget  report  useful,  particularly  for  those  who  have  not 
tracked  GAO  work  on  particular  programs,  though  some  described  it  as  "nothing  new,"  "superficial," 
or  arbitrary  and  adversarial  in  its  selection  of  programs  and  spending  cuts  to  feature.  Programs  not 
subject  to  prior  GAO  studies  escaped  consideration.  However,  this  type  of  report  may  prove  a 
valuable  test  of  how  GAO  can  present  its  wide  range  of  work  and  knowledge  in  a  way  that  will  be 
valuable  to  its  primary  audiences,  in  Congress  and  in  the  executive  branch. 


RECOMMENDATION: 

GAO  should  change  its  Transition  Series  to  a  periodic  summary  of  Issues,  not  tied  to 
presidential  election  years  or  transitions  in  the  executive  and  legislative  branches.  GAO's 
Issue  summaries  should  be  targeted  to  compiling  previous  GAO  analysis  and  research 
flndings  that  would  be  useful  to  top  legislative  and  executive  branch  ofHcials.  GAO 
should  avoid  commenting  on  highly  political  policy  positions  except  in  the  context  of  solid, 
fact-based  research  and  analysis. 

RECOMMENDATION: 

GAO  should  keep  up  to  date  on  program  and  policy  developments  and  emerging  issues 
in  the  executive  departments  and  programs,  and  be  prepared  to  provide  summary 
briefings  on  current  federal  management  and  spending  issues  and  concerns  to  new 
congressional  members  and  other  elected  officials  and  their  staffs,  appointees,  and  other 
managers  In  the  executive  branch,  if  requested. 

RECOMMENDATION: 

GAO's  contribution  to  federal  budget  decision  making  should  be  focused  on  carrying  out 
its  core  mission:  providing  first-rate  audits  and  evaluations  of  programs  and  activities 
that  use  public  resources,  building  on  a  foundation  in  fact-based  research,  data,  and 
analysis. 
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General  Management  Reviews  and  Related  Work 

As  GAO  conducted  more  agency  audits  and  evaluations  through  the  1970s  and  early  1980s,  it 
began  to  recognize  that  many  deficiencies  in  program  performance  and  financial  and  other  systems 
were  actually  general  management  problems  that  required  changes  in  management  perspectives  and 
processes.  In  the  early  1980s,  GAO  began  a  series  of  self-initiated  studies  which  it  called  general 
management  reviews  (GMRs)  to  deal  with  agency-wide  or  department-wide  management  issues.  It 
centered  responsibility  for  this  work  in  the  General  Government  Division  (GGD),  and  brought  in  staff 
from  other  issue  areas  on  special  assignments  to  the  study  teams. 

GAO  cites  48  completed  GMRs,  which  were  reviewed  for  this  study.  The  products  ranged 
from  thick  volumes  that  cover  all  of  a  department's  major  management  systems  to  relatively  slim 
summary  reports  that  highlight  points  for  top-level  management,  building  on  a  series  of  briefings  and 
other  less  formal  communications. 

The  GMRs  had  several  objectives: 

•  To  offer  constructive  recommendations  to  executive  agencies  and  their  managers  for 
organizational  and  systems  changes  to  improve  performance; 

•  To  provide  information  to  Congress  to  stimulate  interest  in  management  issues  and  suggestions 
for  change  conducive  to  better  management  in  the  federal  government;  and 

•  To  increase   GAO's  understanding  and   experience   relating   to  agency  operations   and 
management  improvement  options. 

In  recent  GMRs,  GAO  has  emphasized  close  constructive  relationships  with  top  organizational 
leadership  in  the  agencies.  In  the  course  of  these  studies,  GAO  actively  sought  cooperation  of  the  top 
leaders  of  each  agency  or  department.  A  constructive  relationship  is  particularly  critical  in  this  type 
of  work  because  most  recommendations  relate  to  management  change  and  require  direct  action  and 
initiative  by  agency  executives.  As  with  many  initiatives,  good  management  cannot  be  dictated  or 
audited  in;  ultimately,  it  depends  on  the  understanding  and  commitment  of  executives  themselves. 

GAO  staff  interviewed  about  their  work  on  recent  general  management  reviews  believe  the 
work  has  had  a  positive  impact  on  the  federal  agencies,  built  improved  relationships  with  agency  top 
management,  and  developed  GAO's  understanding  of  management  and  agency-wide  dimensions  of 
program  performance.  The  actual  results  in  terms  of  recommendations  implemented  and  results 
stemming  from  them  are  not  clear,  and  they  vary  from  agency  to  agency. 

While  the  perspectives  of  agencies  involved  in  GMRs  differ,  many  appreciated  the  opportunity 
to  work  with  GAO  in  a  positive  way  and  agreed  with  most  of  the  GMRs'  conclusions  and 
recommendations.  Agency  representatives,  however,  often  noted  in  interviews  about  the  GMRs  that 
the  GAO  teams  initially  were  not  familiar  enough  with,  or  did  not  appreciate,  general  management 
considerations  and  practical  day-to-day  operational  issues;  a  common  comment  was  that  agency  staff 
had  to  spend  considerable  time  and  effort  to  "educate"  GAO  teams  about  how  the  agency  and 
management  structure  worked  before  they  could  begin  their  review.    (In  interviews  at  GAO,  staff 
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members  who  participated  in  conducting  GMRs  also  said  that  they  gained  a  new  understanding  of  what 
it  means  to  lead  and  manage  a  large  federal  agency  or  program,  an  understanding  which  they  viewed 
as  indispensable  in  their  continuing  audit  and  evaluation  work  with  federal  agencies.) 

Executive  agency  staff  interviewed  about  GMRs  frequently  commented  on  GAO's  lengthy 
review  process;  internal  reviews  of  the  work  at  GAO  sometimes  took  so  long  that  when  GAO  issued 
a  final  GMR  report,  agency  leadership  had  changed,  and  GAO  had  lost  the  chance  to  reach  the 
management  team  most  likely  to  carry  the  recommendations  forward.  Some  agency  observers  also 
said  that  while  they  often  supported  the  recommendations  in  a  GMR  final  report,  the  changes  would 
not  likely  be  implemented  partly  because  GAO  did  not  offer  enough  examples  or  practical  suggestions 
on  how  to  put  in  motion  the  general  principles  and  how  to  overcome  the  many  internal  obstacles. 
Typically,  the  language  of  the  reports  was  so  general  that  it  received  nods  of  recognition  in  the  agency 
but  did  not  carry  staff  and  managers  to  the  next  step  —  concrete  action  to  make  needed  improvements. 

The  findings  and  criticisms  in  GMRs  of  agency  management,  structure,  and  operations  often 
were  relatively  basic  and,  often,  had  been  previously  advanced  within  the  organization;  still,  the 
problems  were  no  less  difficult  to  address,  for  the  same  reasons  that  had  held  the  organization  back 
A-om  addressing  obvious  needs  in  the  past  (executive  turnover,  fragmentation  of  authority  and 
organizational  structure,  lack  of  shared  sense  of  mission  and  objectives,  inadequate  planning  or 
program  evaluation,  outmoded  and  inefficient  communications  and  other  information  technology, 
cumbersome  and  unneeded  process  requirements,  etc.).  In  discussing  GMRs  prepared  in  prior  years, 
GAO  staff  expressed  some  frustration  that  their  work  has  not  had  the  intended  impact  on  improving 
agency  management.  Agency  leaders  often  have  not  given  top  priority  to  the  management  agenda  or 
the  particular  steps  GAO  recommended  for  improvement,  and  many  of  GAO's  key  recommendations 
have  not  been  implemented. 

Many  GMRs  have  called  for  agencies  to  improve  their  overall  strategic  planning,  goal  setting, 
performance  review,  and  internal  program  evaluation  -  functions  now  required  of  executive  branch 
departments  in  the  Government  Performance  and  Results  Act  (GPRA)  of  1993.  In  fact,  GAO  strongly 
supported  the  law  and  played  an  important  part  in  developing  the  legislation,  in  the  hope  of  forcing 
executive  agencies  and  managers  to  take  responsibility  for  strategic  planning,  goal-setting,  performance 
measurement,  and  other  elements  of  ongoing  management  review  and  management  improvement  — 
a  theme  of  the  National  Performance  Review  as  well.'"  With  GPRA's  enactment,  GAO's  general 
management  staff  now  sees  a  different  role  for  GAO  in  federal  management  improvement.  GAO  notes 
that  it  no  longer  will  have  to  provide  documentation  of  the  benefits  to  agencies  of  doing  strategic 
planning  and  performance  measurement,  as  GAO  staff  felt  they  had  to  do  in  earlier  GMRs:  GPRA 
requires  executive  departments  to  perform  both  of  those  functions.  The  question  is:  What  should 
GAO's  role  be  in  the  implementation  of  GPRA,  and  how  can  it  best  help  to  bring  about  effective 
accomplishment  of  the  goals  and  requirements  of  the  new  law?  Should  GAO  advise  federal  agencies 
in  developing  and  working  through  GPRA  pilot  projects  ~  and  does  GAO  have  the  capacity  to  perform 


"At  the  request  of  several  congressional  committees,  GAO  is  also  monitoring  implementation  of 
NPR  recommendations,  beginning  with  its  baseline  report.  Management  Reform:  GAO's  Comments 
on  the  National  Peiformance  Review,  GAO/OGC-94-1,  December  1993. 
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that  function?   Should  GAO  be  evaluating  the  GPRA  pilot  projects  throughout  the  three-year  pilot 
period  ~  and  does  it  have  that  capacity? 

The  number  of  people  at  GAO  with  experience  in  evaluating  ~  or  practicing  —  government 
management  is  relatively  limited  and  still  far  too  small  for  GAO  to  provide  ongoing  advice  to,  or 
evaluations  of,  the  more  than  70  pilot  projects  already  launched  under  GPRA.  That  function  will 
largely  fall  to  the  agencies  involved,  working  with  OMB  —  an  appropriate  function  for  the  executive 
branch,  which  is  ultimately  responsible  for  implementing  GPRA  and  building  systems  for  continuing 
strategic  planning,  performance  reporting  and  review. 

GPRA  mandates  that  GAO  report  to  Congress  by  June  1,  1997,  on  implementation  of  the  law, 
which  to  that  point  will  consist  of  executive  agency  pilot  projects.  The  current  planning  memorandum 
of  the  Federal  Management  Issues  Area  within  GGD  suggests  redirecting  effort  from  GMRs  to  GPRA- 
related  work  concentrating  on  the  performance  measurement  and  strategic  planning  efforts  of  the 
executive  agencies  in  the  pilot  projects.  At  a  February  1994  workshop  organized  for  this  study,  staff 
from  GAO's  Federal  Management  Issues  group  outlined  a  strategy  to  lead  up  to  its  1997  report  to 
Congress  on  GPRA  implementation.  It  proposed  to  perform  "real-time  monitoring"  of  the  pilot 
projects  in  an  "evaluation  framework"  that  the  Federal  Management  Issues  staff  had  drafted;  it  also 
proposed  to  provide  technical  assistance  to  the  executive  agencies,  based  on  identifying  "best 
practices"  for  conducting  performance  measurement.  The  staffs  draft  evaluation  framework  was  a 
detailed,  eight-page  list  of  questions,  including: 

•  How  does  the  agency  identify  its  strategic  mission,  goals  and  objectives? 

•  How  does  the  agency  identify  its  "customers,"  "constituent  groups,"  and  "stakeholders?" 

•  How  are  employee  views  monitored  and  considered  in  the  strategic  planning  process? 

The  panel  raises  several  cautions  about  this  proposal.  First,  while  the  plan  would  take  as  a 
model  GAO's  leadership  in  assisting  the  development  of  financial  management  under  the  CFO  Act, 
GAO  lacks  a  strong  reputation  and  established  expertise  in  general  management.  Second,  no 
established  "best  practice"  exists  for  meeting  most  GPRA  requirements,  nor  will  there  likely  be  a 
commonly  accepted  best  practice  during  the  first  three  years,  with  such  a  diversity  of  pilot  projects. 
In  addition,  a  central  purpose  of  GPRA  is  to  move  away  from  centrally-imposed  procedures  to 
practices  adapted  to  each  program's  conditions  and  objectives.  Defining  periormance  indicators  for 
such  diverse  activities  as  waterfowl  management,  defense  logistics,  and  equal  opportunity  in  the 
Agriculture  Department  will  not  be  easy,  and  the  results  will  not  be  readily  comparable  or  easily 
auditable.  Agencies  must  begin  by  developing  a  definition  of  their  mission  and  strategic  goals, 
performance  objectives,  and  appropriate  indicators  and  measures  of  effectiveness,  in  consultation  with 
stakeholders,  oversight  committees,  and  employees.  GAO  should  record  the  experiences  of  the 
agencies  and  assess  how  those  decisions  work  in  practice,  but  it  is  not  equipped  or  positioned  to 
substitute  its  judgment  on  those  questions.  Fourth,  agency-wide  strategic  goals,  performance 
indicators,  and  measures  will  become  major  elements  in  executive  budget  formulation,  which  is  an 
important  policy  question  between  agencies  and  OMB;  GAO  is  not,  and  should  not  be,  part  of  those 
deliberations  and  decisions. 
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By  definition,  pilot  projects  should  plow  new  ground  and  take  risks;  they  should  yield  a 
mixture  of  successes  and  failures  from  which  the  agencies  and  the  government  in  general  can  learn. 
"Real-time  auditing, "  if  threatening  or  if  it  prematurely  makes  public  judgments  of  success  or  failure, 
could  defeat  the  concept  of  pilots.  GAO  and  OMB  have  worked  cooperatively  to  date  in  formulating 
proposals  and  plans  for  implementing  GPRA.  Further  cooperation  and  consultation  may  help  GAO 
define  the  role  that  is  most  constructive  and  appropriate  to  its  mission.  It  should  be  clear,  finally,  that 
even  accounting  for  all  the  issue  area  staffs,  GAO  lacks  tiie  resources  to  be  involved  actively  in  all 
tiie  GPRA  pilot  projects.  One  question  in  GAO's  evaluation  framework  is:  "How  have  pilots  avoided 
developing  a  parallel  performance  measurement  bureaucracy?"  It  is  equally  important  that  GAO, 
itself,  not  become  a  parallel  performance  measurement  bureaucracy. 

In  summary,  GAO  has  a  great  opportunity  to  contiibute  to  management  improvement  that  both 
the  GPRA  and  the  NPR  envision.  For  GAO's  management  work  to  become  a  continuing  presence, 
rather  than  the  subject  of  sporadic  and  discrete  individual  studies,  GAO  staff  must  develop  more 
expertise  and  professional  credibility  in  this  area.  Moreover,  its  work  must  include  analysis  of  root 
causes  of  problems  and  the  feasibility  and  costs  of  proposed  changes.  Across  all  36  issues  areas,  GAO 
should  integrate  considerations  of  management  initiatives  and  general  management  improvement  into 
its  audits  and  evaluations.  It  must  bring  more  of  the  issue  area  staff  into  management  reviews  and 
other  general  management  work,  to  gain  an  understanding  of  broad  organizational  and  operational 
considerations,  so  they  can  reflect  those  valuable  perspectives  in  their  other  work.  They  may  need 
to  adjust  their  approaches  and  standards  for  research  and  analysis,  moving  from  an  orientation  to 
process  and  control  mechanisms  to  broader  questions  of  the  effectiveness  of  program  performance  and 
organizational  management  and  how  to  most  effectively  support  it  across  the  government. 


RECOMMENDATION: 

GAO  should  integrate  the  lessons  teamed  from  general  management  reviews  and  other 
management  research  into  the  perspectives  and  knowledge  base  of  the  program-oriented 
issue  area  staffs  who  are  conducting  audit  and  program  evaluation  work.  This  expertise 
should  be  reflected  in  the  staff  teams  assembled  to  conduct  m^or  agency  audits  and 
evaluations  and  should  be  incorporated  in  findings  and  recommendations  of  those  studies. 

RECOMMENDATION: 

In  its  role  under  the  Government  Performance  and  Results  Act,  GAO  should  work 
cooperatively  with  OMB  and  GAO's  congressional  oversight  committees  to  record  the 
experience  of  agencies  involved  in  pilot  projects  during  1994-1997  and  to  learn  from  that 
experience,  in  order  to  be  able  to  make  a  sound  evaluation  of  GPRA  implementation  at 
the  end  of  the  pilot  phase  in  1997. 

RECOMMENDATION: 

Parallel  to  GAO's  development  of  expertise  on  financial  management  and  information 
technology,  GAO  should  seek  to  develop  general  management  expertise  sufficient  to 
evaluate  the  general  management  systems  of  the  federal  agencies  and  offer  advice  and 
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assistance  to  agencies  that  agree  to  cooperate  with  GAO  general  management  reviews. 
This  area  of  work  should  be  continued  in  a  way  that  will  produce  practical  benefits  for 
the  agencies  and  continued  learning  for  GAO  staff. 


Special  Investigations 

GAO's  Office  of  Special  Investigations  (OSI)"  was  established  in  1987  to  idratify  and 
investigate  potential  fraud,  criminal  misconduct,  and  serious  abuse  in  government  operations  and 
programs  that  receive  public  funds.  One  particular  focus  is  conflict  of  interest  matters.  Establishmrat 
of  this  new  unit  corresponds  somewhat  to  the  pattern  in  many  inspector  general  offices  of  federal 
agencies,  which  have  audit  units  and  (criminal)  investigation  units.  In  creating  OSI,  GAO  also 
responded  to  the  growing  number  of  congressional  requests  that  involved  allegations  or  suspicions  of 
violations  of  criminal  laws,  which  the  comptroller  general  felt  that  trained  criminal  investigators  could 
more  appropriately  investigate  than  staff  auditors."  For  OSI,  GAO  drew  staff  from  outside 
investigative  and  law  enforcement  agencies.  Along  with  OSI's  headquarters  staff,  GAO  has 
established  criminal  investigator  positions  in  six  regional  offices. 

GAO  indicates  that  from  1990  to  1992,  the  office  completed  over  90  investigations,  providing 
direct  assistance  to  Congress  and  advising  and  consulting  within  GAO  on  work  involving  areas 
vulnerable  to  fraud,  waste  and  abuse.*'  According  to  information  that  OSI's  current  director 
provided,  about  half  of  its  work  comes  in  response  to  requests  from  Congress  and  the  other  half 
supplements  the  work  of  other  GAO  issue  areas.  Over  an  18-month  period,  91  percent  of  requesters 
for  OSI  work  came  from  the  majority  party  (98  of  108).  For  the  OSI  work  done  in  fiscal  year  1992 
in  response  to  congressional  requests,  31  percent  of  the  staff- years  were  devoted  to  woiic  requested 
by  the  Senate  Committee  on  Governmental  Affairs,  followed  by  the  House  Committee  on  Government 
Operations  (16  percent)  and  the  House  Judiciary  Committee  (13  percent).  Examples  of  OSI  work  that 
arises  from  issue  area  audits  include  investigations  of  fraud  by  education  and  training  institutions  that 
receive  Pell  grants  and  small  arms  theft  at  Army  facilities.  OSI  also  provides  fraud  awarraiess 
seminars  and  training  in  investigative  methods  to  GAO  issue  area  staffs.  The  GAO  Fraud  Hotline 
(formerly  operated  by  AFMD)  is  now  maintained  by  OSI  to  receive  information  on  all^ations  of  fraud 
and  mismanagement  in  the  federal  government.  Of  5,500  calls  and  letters  to  the  hotline  in  fiscal  year 
1992,  OSI  investigated  16  and  forwarded  400  to  agency  inspectors  general. 

The  panel  raised  a  number  of  concerns  about  OSI's  growth  and  functions.  In  the  research  for 
this  study,  panel  members  heard  several  complaints  from  congressional  sources  about  GAO/OSI 


"In  earlier  years,  the  Office  of  Investigations  was  the  name  applied  to  the  unit  of  GAO  that 
conducted  most  of  GAO's  research  rather  than  financial  audit  work;  the  organization  was  restructured 
and  that  name  was  not  used  after  1956. 

*%ouse  committees  have  oversight  and  investigation  subcommittees,  whose  staffs  often  conduct 
special  investigations  of  the  type  requested  of  OSI.  The  Senate  does  not  have  equivalent  units  within 
its  committees  set  up  to  handle  investigations  of  criminal  matters. 

"Statement  of  Charles  A.  Bowsher,  GAO/T-OPP-93-1,  pp.  10-11. 
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investigations  of  individuals  on  behalf  of  other  members  of  Congress,  which  they  felt  were 
inappropriate  and  should  not  be  undertaken  by  GAO.  Others  noted  what  they  felt  was  OSI's 
duplication  of  congressional,  inspector  general,  and  law  enforcement  agency  functions.  The  panel 
lacked  adequate  resources  or  access  to  information  to  research  this  issue,  but  it  suggests  that  GAO's 
oversight  committees  review  the  uses  of  OSI  special  investigations  and  consider  whether  other  bodies 
(FBI,  agency  inspectors  general,  congressional  oversight  committees,  and  investigations  staffs)  are 
more  appropriate  to  conduct  much  of  the  work. 

The  panel  also  expressed  concern  about  GAO's  plan  for  Special  Investigations,  which  calls  for 
increased  integration  of  OSI  work  with  the  audit  and  evaluation  work  of  the  issue  areas.  While  it  may 
appear  logical  on  the  surface  to  find  synergies  between  the  work  of  OSI  and  other  parts  of  GAO,  the 
panel  believes  that  integrating  OSI  into  the  work  of  other  issue  areas  may  do  more  harm  than  good. 
There  are  genuine  conflicts  of  roles  among  GAO's  diverse  activities.  Constructive  financizJ  and 
performance  auditing,  and  results-oriented  program  and  management  systems  evaluation,  entail 
different  objectives  and  relationships  than  investigations  aimed  at  uncovering  fraud  or  other  crimes  by 
individuals  or  agencies.  The  objectives,  appropriate  methods,  communications  with  agencies,  and 
procedures  for  release  of  information  are  different  for  the  various  types  of  GAO  work.  Each  can  build 
on  results  of  work  in  the  other  areas,  but  special  investigations  should  be  carried  out  by  distinct  teams 
in  separate  projects,  and  reported  separately  to  Congress  or  law  enforcement  authorities  as  such. 


RECOMMENDATION: 

GAO  should  not  integrate  its  special  investigations  stafT  and  activities  with  issue  area 
research  and  program  evaluation,  nor  use  special  investigations  to  encourage 
implementation  of  recommendations  developed  in  other  issue  work. 

RECOMMENDATION: 

GAO  should  not  be  required  to  publish  in  advance  the  nature  of  each  of  its  spedal 
investigations  or  to  share  the  terms  of  reference  for  those  investigations,  but  it  should 
regularly  report  the  work  to  Its  congressional  oversight  committees.  Those  committees 
should  assure  that  GAO  is  not  devoting  Its  Investigatory  power  to  inappropriate  purposes, 
and  that  its  power  does  not  conflict  or  overlap  with  that  of  other  investigatory  agencies 
of  government. 

RECOMMENDATION: 

GAO  should  work  with  Its  congressional  oversight  committees  to  develop  clear  standards 
for  GAO's  special  Investigations  work,  as  well  as  guidelines  for  referring  requests  for 
investigations  to  federal  law  enforcement  agencies. 
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Standards  for  Categories  of  GAO  Work 

It  is  clear  from  the  project  team's  review  of  GAO  work  products  that  GAO  is  conducting  a 
wide  variety  of  research  and  analytical  work  across  a  broad  range  of  programs,  issues  and  policy 
areas.  The  work  is  so  diverse  that  it  is  difficult  to  evaluate,  judge,  or  even  categorize.  The  panel  has 
observed  that  much  of  GAO  work,  in  fact,  does  not  fit  neatly  within  a  single  one  or  even  two  of  the 
above  categories  of  work,  and  occasionally  the  nature  of  the  work  shifts  in  the  course  of  a  job,  as  data 
gathering  proceeds  and  requesters  develop  new  questions  related  to  the  information  GAO  finds. 

The  fact  that  many  jobs  do  not  fit  discretely  into  neat  categories  of  work  can  create  ambiguity 
about  the  objectives,  confusion  in  the  audience  about  the  nature  of  the  results,  and  uncertainty  within 
GAO  staff  ai)out  the  standards  and  methodologies  that  should  be  applied.  If  the  nature  of  the  work 
changes  as  a  job  is  progressing,  the  staff  may  also  not  have  the  clear  understanding  they  need  of  the 
research  questions,  appropriate  methods  and  criteria  for  developing  findings  and  recommendations. 

In  the  areas  of  fmancial  audits  and  economy  and  efficiraicy  audits,  in  which  GAO  has  been 
conducting  work  for  decades,  standards  and  methodologies  are  relatively  well  developed  in  the  "yellow 
book."  The  "yellow  book,"  however,  has  not  provided  effective  standards  for  conducting  the 
increasing  range  of  work  that  GAO  is  conducting  in  program  evaluation,  general  management  reviews, 
and  policy  analysis.  In  the  last  year,  GAO  has  undertaken  a  process  to  revise  the  "yellow  book,"  with 
particular  attention  to  updating  standards  for  economy  and  efficiency  audits  as  well  as  program  audits 
(together  referred  to  as  "performance  audits").  GAO  included  staff  and  professional  peers  across  the 
country  in  this  effort.  The  resulting  revision  was  issued  in  June  1994."  The  standards  will  be 
applied  by  federal  inspectors  general  as  well  as  many  other  government  organizations  and  others 
conducting  fmancial  and  performance  audits;  the  standards  also  are  an  important  guide  and  expression 
of  GAO's  standards  for  its  work.  The  revised  "yellow  book"  still  does  not  include  standards  for 
program  evaluation  or  policy  analysis  work,  beyond  the  traditional  range  of  financial  and  performance 
audits. 


RECOMMENDATION: 

GAO  should  clearly  articulate  and  define  the  general  categories  of  work  it  conducts, 
identify  the  category  (or  categories)  into  which  each  job  start  fits,  and  maintain  clear 
standards  and  methods  for  conducting  each  category  of  work. 

RECOMMENDATION: 

GAO  should  review  its  internal  standards  —  including  the  newly  issued  June  1S>94  "yellow 
book"  —  to  assess  how  well  they  serve  the  needs  of  its  auditors  and  evaluators  for  guidance 
and  clear  criteria  in  the  various  categories  of  work  they  perform.  GAO  should  form  a 
task  force  to  identify  needs  for  clarification  and  further  development  of  internal  standards 
and  criteria  for  performing  work,  particularly  for  program  evaluation  and  policy  analysis, 
in  order  to  guide  GAO  staff  in  preparing  the  full  range  of  products  to  carry  out  GAO's 
mission. 


**Govemmem  Auditing  Standards  (GAO/OCG-94-4),  June  1994. 
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VI.  CONGRESS  AND  GAO 

Congressional  perspectives  on  GAO  are  diverse.  Over  the  years,  committees  and  staff 
members  have  had  varied  experiences  with  GAO's  work  -  positive  and  negative.  Based  on 
interviews  for  this  study  and  GAO's  own  survey  of  Congress,  however,  the  concerns  that 
congressional  members  and  staff  express  are  serious  and  not  limited  to  a  small  number  of  critics. 

Congressional  Views  of  GAO 

As  part  of  its  quality  management  initiative,  GAO  surveyed  its  congressional  "customers"  in 
1992,  conducting  interviews  with  93  congressional  staffers.   The  results  were  quite  mixed. 

On  the  positive  side,  at  least  two-thirds  of  those  interviewed  said  it  is  easy  to  obtain  GAO's 
help  for  committee  work,  that  GAO  is  easy  to  work  with  and  generally  responsive  to  their  needs,  that 
they  are  satisfied  with  GAO's  reporting  of  its  results,  and  that  GAO's  reports  and  testimony  for  their 
committees  are  accurate  and  useful.  Smaller  numbers,  but  still  a  majority,  expressed  satisfaction  with 
how  GAO  carried  out  tiie  projects,  how  easy  the  reports  are  to  understand,  and  the  level  of  knowledge 
and  technical  expertise  GAO  brought  to  the  work. 

On  the  negative  side,  only  47  percent  rated  GAO  reports  as  highly  objective,  33  percent  rated 
them  moderately  objective,  and  14  percent  said  the  reports  had  low  or  no  objectivity.  Only  38  percent 
rated  the  reports  as  very  thorough.  In  terms  of  what  parts  of  the  reports  congressional  staff  read,  92 
percent  of  respondents  reported  that  they  read  die  executive  summary;  80  percent  read  the  conclusions 
and  recommendations;  and  just  over  half  read  the  introduction  and  individual  chapters. 

Partly  based  on  the  results  of  the  congressional  survey,  GAO  is  working  to  improve  its 
relations  with  Congress,  and  particularly  communications  and  responsiveness  to  committee  and 
member  requests.  As  a  pilot  effort  launched  by  GAO's  Quality  Council  beginning  in  February  1994, 
five  issue  areas  are  participating  in  a  six-month  test  of  a  process  for  sending  an  evaluation 
questionnaire  to  each  congressional  requester  immediately  after  delivering  a  report  or  other  written 
product."  The  questionnaire  asks  for  feedback  on  the  requester's  perceptions  of  the  work's 
accuracy,  clarity,  objectivity,  usefulness,  responsiveness  to  the  request,  timeliness,  and  overall  quality. 
The  questionnaire  also  asks  about  GAO's  communications  with  the  requesting  office  at  various  stages 
in  the  work.  In  addition,  GAO  has  prepared  training  materials  for  employees  on  effective 
communications  with  Congress,  encouraging  more  frequent  contacts,  discussions,  and  information 
sharing  with  committee  staffs. 

Congressional  concerns,  however,  stretch  well  beyond  communications  and  into  the  nature  of 
GAO's  work,  its  quality,  and  its  objectivity.  The  concerns  expressed  in  GAO's  congressional  survey 
came  from  some  who  frequently  request  GAO  work  (generally  staff  of  majority  members  or  committee 


"G«40  Survey:  Improving  Congressional  Relations:  Guidance  for  Congressional  Communications 
Indicators,  February  1994,  transmitted  to  all  GAO  staff  by  memorandum  from  J.  Dexter  Peach, 
February  2,  1994. 
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chairmen),  some  who  use  GAO  occasionally,  and  some  who  seldom  or  never  request  work  (generally 
staff  of  the  minority).  Heavy  users  express^  concern  primarily  that  GAO's  work  was  not  timely,  was 
not  hard-hitting  enough,  and  was  moving  into  policy  in  a  way  that  made  them  uncomfortable.  (These 
staff  members  seemed  to  want  short  turnaround  and  critical  reports  and  testimony  from  GAO.)  Some 
said  that  when  GAO  advocated  policy,  it  undermined  the  organization's  credibility.  Infrequent  users 
of  GAO  were  more  likely  to  raise  concerns  about  GAO's  objectivity  and  responsiveness  to  the 
majority,  including  use  of  GAO  staff  on  "detail"  to  congressional  committees.  Many  interviewees 
complimented  the  work  of  GAO's  detailees;  several  noted  how  quickly  the  detailees  completed 
assignments,  particularly  in  comparison  to  the  long  wait  for  written  work  from  GAO. 

The  research  for  this  study  affirms  that  congressional  staffs  are  the  primary  users  of  GAO 
work.  According  to  both  GAO's  congressional  survey  and  interviews  for  this  study,  members  of 
Congress  often  do  not  know  what  staffs  ask  for  and  rarely  read  GAO  documents;  what  the  members 
see  of  GAO  work  is  primarily  their  staffs  summaries  and  perhaps  GAO's  executive  summaries.  A 
relatively  small  group  of  committees  and  subcommittees  accounts  for  a  large  proportion  of  GAO  work 
(see  Tables  5  and  6). 

Many  congressional  staff  members  are  generally  pleased  with  the  work  they  get  from  GAO, 
but  others  report  either  that  they  do  not  request  GAO  work  or  that  they  seldom  use  GAO  reports.  A 
few,  in  fact,  said  they  avoid  using  GAO  because  they  don't  trust  it  or  because,  in  the  past,  they 
disagreed  with  its  fmdings  and  recommendations  or  did  not  fmd  the  work  useful.  Some  congressional 
staff  interviewed  for  this  study  also  noted  that  GAO  seems  to  be  trying  to  be  a  "player"  in  policy 
debates  and  they  expressed  discomfort  with  this  direction.  On  the  other  hand,  a  substantial  number 
of  congressional  staff  members  interviewed  for  this  research  consider  GAO  their  most  trustworthy, 
professional  source  of  research,  evaluation,  and  recommendations  on  a  wide  variety  of  government 
management,  finance,  program,  and  policy  matters. 


Congressional  Requests 

Concerns  about  GAO's  objectivity  raise  a  basic  question  about  the  organization:  Does  GAO 
depend  too  much  on  congressional  members  and  staff  to  guide  the  work  it  produces?  Recent 
congressional  hearings  highlighted  a  shift  in  GAO's  work  from  self-initiated  to  primarily 
congressionally-requested.  Twenty-five  years  ago,  work  directly  in  response  to  congressional  requests 
accounted  for  less  than  10  percent  of  GAO  staff-years;  ten  years  ago,  the  figure  was  slightly  under 
50  percent,  reflecting  a  concerted  effort  by  Comptroller  General  Elmer  Staats  to  make  GAO  work 
more  useful  and  relevant  to  Congress.  Congressionally-requested  or  statutorily  mandated  work  took 
80  percent  of  GAO  staff-years  in  fiscal  year  1993. 

By  themselves,  these  figures  don't  prove  that  there  has  been  an  equally  dramatic  increase  in 
GAO's  dependence  on  Congress  to  determine  what  it  does.  First,  Congress  does  not  take  a 
comprehensive  approach  toward  GAO's  allocation  of  resources  or  definition  of  priorities. 
Congressional  input  to  GAO's  work  tends  to  be  episodic  and  fragmented.  Second,  the  statistics  do 
not  mean  that  congressional  committees  or  members  necessarily  generated,  designed,  or  imposed  the 
work  that  GAO  performed.   As  discussed  in  Chapter  III,  GAO  plays  a  major  role  in  establishing  its 
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TABLE  5 

COMMITTEE  AND  SUBCOMMITTEE  REQUESTERS  FOR  GAO  WORK 

STARTED  DURING  FY  1993 


Subcomminee  or  Comnuttee  making  request 

Senate  Govemmenlal  Affairs  Committee 

House  Energy  and  Commerce  Committee  - 
Oversight  and  Investigations  Subcommittee 

House  Government  Operations  Committee 

House  Govemmeot  Operations  Committee  - 
Environment,  Energy  and  Natural  Resources  Subcommittee 

House  Ways  and  Means  Committee  - 
Oversight  Subcommittee 

House  Government  Operations  Committee  - 
Legislation  and  National  Security  Subcommittee 

House  Armed  Services  Committee  -  Readiness  Subcommittee 

House  Education  and  Labor  Committee 

House  Energy  and  Commerce  Committee 

House  Government  Operations  Committee  -  Information, 
Justice,  Transportation  and  Agriculture  Subcommittee 

House  Appropriations  Committee  -  Transportation  Subcommittee 

Senate  Labor  and  Human  Resources  Committee 

Senate  Banking,  Housing  and  Urban  Affairs  Committee 

House  Armed  Services  Committee 

Senate  Governmental  Affairs  Committee  - 
Oversight  of  Govenmient  Management  Subcommittee 

House  Energy  and  Commerce  Committee  - 
Telecommunications  and  Finance  Subcommittee 

House  Ways  and  Means  Committee  -  Health  Subcommittee 

House  Appropriations  Committee  -  Defense  Subcommittee 


Number  of 
Jobs 


Percent 
of  Total 


OTHER  HOUSE  (86  committee/subcommittee  requesters) 
OTHER  SENATE  (52  committee/subcommittee  requesters) 
JOINT  COMMITTEES  (S  joint  committees) 
OTHER  (S  caucuses,  offices,  other  groups) 


232 

131 

IS 

6 


TOTAL 


63 
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TABLE  6 

CONGRESSIONAL  REQUESTERS  FOR  GAO  WORK 

STARTED  DURING  FY  1993 

GROUPED  BY  FULL  COMMITTEE 


Conunittee  from  which  request  originated  (including 
«ll  requests  from  fall  committee  or  any  subcommittee^ 


Senate  Governmental  Affairs 

House  Govemmeot  Operations 

House  Energy  and  Commerce 

House  Armed  Services 

House  Appropriations 

House  Ways  and  Means 

House  Education  and  Labor 

Senate  Appropriations 

Senate  Labor  and  Human  Resources 

House  Science,  Space  and  Technology 

House  Foreign  Afhirs 

House  Public  Woiics  and  Transportation 

House  Judiciary 

House  Small  Business 

House  Veterans  Afhirs 

House  Post  Office  and  Civil  Service 

House  Natural  Resources 

Senate  Banking,  Housing  and  Urban  Afhirs 

OTHER  SENATE  COMMITTEES  (14  committees) 

OTHER  HOUSE  COMMITTEES  (10  committees) 

JOINT  COMMITTEES  (3  committees) 


Number  of 

Percent 

Jobs 

ofTotol 

101 

14% 

101 

14 

87 

12 

37 

5 

36 

5 

35 

5 

25 

3 

22 

3 

20 

3 

3 

3 

2 

2 

2 

2 

2 

2 

2 

79 

11 

44 

6 

15 

2 

TOTAL 


73« 


1M« 


64 
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priorities,  through  internal  planning  and  negotiation  with  committees  and  members  of  Congress. 

GAO's  process  of  planning  and  negotiating  specific  projects  with  Congress  occurs  in  three 
stages.  In  the  early  stages  of  developing  their  strategic  plan  updates,  GAO  issue  area  directors  consult 
about  emerging  issues  and  interests  with  staffs  of  congressional  committees,  to  some  extent  with  staffs 
of  ranking  minority  members,  and  with  individual  members  who  have  supported  certain  streams  of 
GAO  work.  Recently,  GAO  has  encouraged  its  issue  area  directors  to  consult  with  minority  as  well 
as  majority  staffs.** 

During  the  second  stage  of  negotiations,  GAO  managers  and  congressional  staffs  discuss 
particular  jobs  that  GAO's  internal  strategic  planning  process  has  identified  as  priorities.  In  some 
cases,  this  stage  of  negotiations  involves  discussions  with  staffs  of  individual  members  rather  than 
committees. 

The  third  stage  occurs  when  GAO  receives  a  formal  request  for  work  from  a  committee  or 
member  of  Congress.  (GAO  processes  for  organizing  and  conducting  work  are  discussed  in  Chapter 
IV.) 

Congressional  requests  fit  into  several  categories  (all  of  which  GAO  includes  in  the  80  percent 
of  work  that  it  labels  as  congressionally-requested).   They  include: 

•  "Unanticipated  congressional  requests,"  originating  with  congressional  members  and  staffs. 
Often,  these  requests  relate  to  special  circumstances  (e.g.,  disaster  relief),  newly  highlighted 
issues  (e.g.,  "Homosexuals  in  the  Military"),  or  congressional  constituents'  problems. 

•  A  continuation  of  work  planned  or  ongoing  at  GAO.  Requests  of  this  kind  reflect 
congressional  interest  in  or  support  for  multi-year,  multi-study  streams  of  GAO  work  such  as 
its  studies  on  agricultural  commodity  supports,  transportation  safety.  Defense  Department 
contract  administration,  and  Medicare  and  Medicaid  management. 

•  Support  for  work  that  GAO  has  previously  designed  and  for  which  it  has  sought  a  requester. 
Frequently,  members  who  send  request  letters  in  this  case  pay  very  little  attention  to  GAO's 
specific  work  plans  or  results. 

Work  that  GAO  categorizes  as  congressionally-requested  also  includes  studies  that  GAO 
performs  to  comply  with  statutory  mandates.  Over  the  last  ten  years,  GAO  reports  a  modest  increase 
in  the  volume  of  work  it  has  been  required  to  do  by  statutory  mandates.  That  trend  may  be 
increasing,  as  several  recent  laws  have  added  substantially  to  GAO  mandates  (e.g.,  the  Chief  Financial 
Officers  Act,  the  Intermodal  Surface  Transportation  Efficiency  Act,  the  Government  Performance  and 
Results  Act,  the  Independent  Counsels  Act,  various  housing  acts  amendments).  Some  mandates  call 
for  one-time  studies,  others  for  periodic  reports.   Table  7  shows  the  distribution  of  congressionally- 


''Statistics  from  issue  area  staffs  reviewed  for  this  study  indicate  that  work  for  minority  staffs 
ranges  from  4  to  20  percent  of  their  congressionally-requested  work. 
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TABLE  7 

ORIGIN  OF  GAO  CONGRESSIONAL  WORK 

STARTED  DURING  FY  1993 


Source  of  jobs 

Request  from  one  committee/subcommittee 

Joint  request  from  several  committees 

Individual  members'  requests 

Statutory  mandates 

Requests  from  other  offices  of  Congress 

TOTAL  CONGRESSIONAL  WORK 


Number  of 

Percent 

Jobs 

OfTptal 

736 

69% 

86 

8 

107 

10 

115 

11 

20 

2 

1,064 


100% 
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requested  jobs  during  fiscal  year  1993,  in  the  categories  of  statutory  mandates  compared  to  requests 
from  a  single  committee  or  single  committee,  several  committees  jointly,  individual  members,  and 
other  offices  of  Congress. 

The  ways  in  which  Congress  uses  GAO  largely  determine  GAO's  continued  value  as  an 
institution.  Because  there  is  no  cost  to  congressional  committees  and  members  who  request  GAO 
work,  they  can  treat  GAO  and  its  4,500  employees  as  a  flexible  resource  to  supplement  committee  and 
member  staffs.  GAO's  current  emphasis  on  "Congress  as  customer"  encourages  congressional 
committees  and  members  to  increase  their  use  of  GAO  for  a  wide  variety  of  work.  Many  committees 
use  GAO  heavily  to  conduct  research  and  provide  information  and  evaluation  which  committee  staffs 
lack  the  expertise  or  resources  to  perform  on  their  own  and  which  is  vital  in  developing  or  assessing 
legislative  options.  Some  committee  staffs  that  work  closely  with  GAO  rely  heavily  on  briefings  or 
other  products  short  of  a  typical  blue-cover  "chapter"  report,  and  may  request  oral  briefings  or  data 
that  are  not  presented  in  blue  covers.  Even  if  they  request  a  blue  book  as  a  final  product,  the 
requesters  often  get  valuable  information  throughout  tiie  process  of  working  with  GAO.  Committees 
have  found  ways  to  use  a  variety  of  types  of  research  and  products  from  GAO  to  meet  their  particular 
needs. 

Relations  between  GAO  and  congressional  committee  staffs  vary  widely,  from  cordial  and 
cooperative  to  distant  and  even  antagonistic.  In  some  committees,  majority  and  minority  staffs  work 
with  GAO  separately,  and  both  majority  and  minority  staffs  in  several  interviews  reported  positive 
experiences  and  constructive  relationships  with  GAO.  Several  committee  staffs  that  operate  in  a 
bipartisan  manner  on  most  legislative  initiatives  also  indicate  that  they  work  in  a  bipartisan  fashion  in 
their  requests  to  GAO.  In  those  cases,  the  majority  and  minority  staff  members  generally  work 
together  with  GAO  to  establish  the  framework  for  the  work  they  seek;  they  meet  jointly  with  GAO 
to  formulate  the  research  questions  and  settle  on  the  timing  and  scope  of  the  work.  One  committee 
staff  interviewed  for  this  study  indicated  that  the  committee  chairman  does  not  request  work  unless 
the  ranking  minority  member  is  aware  of  it  and,  in  most  cases,  also  concurs  in  the  request.  The 
committee  does  not  want  to  use  GAO  in  a  way  that  might  be  divisive  to  committee  deliberations.  In 
that  committee,  the  staff  uses  GAO  primarily  to  conduct  research  and  develop  factual  background  data 
and  technical  information  to  inform  staff  deliberations  on  possible  legislative  options.  Many  committee 
staffs  indicate  that  they  do  not  normally  ask  GAO  to  assist  in  developing  policy  options;  they  have 
many  other  sources  for  policy  advice,  both  in  Congress  and  out. 

The  staffs  that  report  the  most  positive  experiences  with  GAO  generally  work  closely  with  the 
GAO  issue  area  directors  and  staffs  to  identify  the  research  questions,  determine  how  those  questions 
can  best  be  answered,  and  ensure  that  the  research  remains  on  track.  (In  most  cases,  GAO  establishes 
the  detailed  methodologies  and  sources  it  uses,  since  the  committee  staff  generally  does  not  have  as 
much  experience  as  GAO  in  research  design  and  methodology.)  Having  clear  terms  of  reference 
agreed  to  by  GAO  and  the  requester  (see  pp.  30-31)  is  one  very  effective  way  to  avoid 
misunderstandings  about  the  work  GAO  is  doing  and  increase  its  capacity  to  perform  high  quality, 
objective,  useful  work  for  Congress.  Having  TORs  would  not  only  improve  the  likelihood  that  GAO 
would  be  responding  to  the  questions  a  requester  wants  answered;  it  would  also  help  confirm  the  depth 
and  seriousness  of  the  requesters'  interest,  particularly  in  light  of  cost  estimates.  In  addition, 
negotiated  terms  of  reference  accepted  by  the  requester  and  shared  with  all  members  and  staff  of  the 


67 


179 


requesting  committee  would  also  help  achieve  earlier  awareness  and  involvement  in  the  work  by 
committee  staff  and  avert  unwelcome  surprises  when  the  resulting  GAO  report  is  released. 

In  the  view  of  the  panel,  GAO's  credibility  and  capacity  to  preserve  professional  relationships 
with  all  congressional  committees,  members,  and  executive  agencies  would  be  enhanced  by  broader 
awareness  of  the  topics  and  specific  research  questions  GAO  is  pursuing.  At  present,  the 
Congressional  Research  Service  manages  a  Research  Notification  System,  compiling  and  publishing 
a  monthly  list  of  work  in  progress  by  GAO,  CBO,  CRS,  and  OTA,  as  well  as  their  recently  completed 
reports.  This  document  has  "restricted  distribution,"  reflecting  concerns  during  the  last  decade  about 
potential  national  security  implications  of  some  of  the  research."  The  monthly  publication  generally 
is  not  circulated.  Sharing  general  information  on  the  nature  of  GAO  job  starts  with  all  members  and 
committees  and  involving  minority  staffs  in  committee  requests  for  GAO  work  -  which  occurs  in  a 
number  of  committees  already  -  would  provide  a  more  effective  framework  for  achieving  solid  work 
priorities,  objective  research  and  analysis,  greater  awareness  and  acceptance  of  GAO  work,  and 
enhanced  respect  and  trust  for  the  organization  and  its  recommendations. 

Some  congressional  requesters  use  GAO  in  a  way  that  appears  designed  to  surprise  the  agencies 
that  are  the  subject  of  study,  as  well  as  other  members  of  Congress  or  other  interested  parties.  Some 
requesters  of  GAO  work  ask  GAO  not  to  seek  written  comments  on  its  draft  reports  from  the  agency 
under  study;  some  restrict  release  of  the  final  report  when  it  is  completed,  hold  so-called  "ambush" 
hearings,  use  GAO  work  as  part  of  adversarial  attacks  on  executive  agencies,  and  create  news 
headlines  resembling  media  investigative  reports  (the  "gotcha"  approach,  focusing  on  deficiencies  or 
infractions  of  rules,  without  placing  them  in  the  context  of  long-term  performance  and  larger-scale 
problems  and  solutions). 

Adversarial  relations  between  congressional  committees  and  executive  agencies  -  exacerbated 
by  such  tactics  ~  make  GAO's  work  very  difficult.  An  arms-length  but  not  hostile  professional 
relationship  is  essential  to  independent,  objective  auditing  and  evaluation  and  it  can't  be  effectively 
achieved  if  the  agencies  think  that  the  auditing  organization  will  move  from  objective  investigation  to 
adversarial  attack.  When  that  happens,  agencies  are  more  likely  to  withhold  information  from  the 
GAO  auditors  and  prepare  defenses  against  reports  and  testimony,  using  their  own  surprise  tactics  and 
"counter-ambush"  strategies.  These  approaches  block  complete  analysis  by  GAO  and  thorough, 
constructive  deliberations  in  Congress. 

GAO's  relationships  with  some  executive  agencies  are  poor  today  in  part  because  committees 
have  followed  highly  adversarial  tactics  in  designing  and  presenting  GAO  reports  and  related  oversight 
hearings  and  have  drawn  GAO  into  the  executive-legislative  conflict.  Insofar  as  Congress  puts  GAO 
in  the  position  of  contributing  to  those  tactics  and  conflicts,  GAO's  continuing  value  to  requesters  and 
to  the  American  public  will  erode.  GAO's  credibility  for  impartial,  objective  audit  and  evaluation  is 
its  most  important  asset.  Effective  communications  with  requesters  and  quality  work  processes  at 
GAO  on  their  own  cannot  protect  this  essential  asset,  if  congressional  staffs  or  members'  staffs  place 
GAO  in  an  adversarial  environment  or  request  work  that  is  not  objectively  constructed  and  presented. 


"Instructions  suggest  disposal  of  the  Research  Notification  System  report  in  a  "bum  bag.  * 
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RECOMMENDATION: 

To  reinforce  GAO's  role  as  an  objective  source  of  audit,  evaluation,  and  analysis  and  to 
obtain  the  best  and  most  useful  work  from  GAO,  Congressional  committees  and  members 
requesting  GAO  work  should  as  far  as  possible  work  to  preserve  a  non-partisan  and  non- 
adversarial  environment  in  which  GAO  can  conduct  its  work. 

RECOMMENDATION: 

Congressional  committees  and  other  requesters  of  GAO  work  should  not  jeopardize 
GAO's  role  and  reputation  as  objective  and  impartial  auditor  and  evaluator,  by  selecting 
report  topics  and  posing  research  questions  that  inevitably  will  place  GAO  in  the  midst 
of  values-based  debates  and  political  controversies,  detached  from  fact-based  analysis. 

RECOMMENDATION: 

Congressional  requests  for  GAO  work  should  move  beyond  a  focus  on  immediate  and  past 
shortcomings  of  executive  agencies  and  programs  to  emphasize  longer-term  perspectives, 
concentrating  on  efforts  to  develop  Tuiancial  and  other  management  systems  that  will 
foster  clearer  focus  on  program  and  agency  mission  and  objectives;  better  management 
and  accountability;  timely  and  accurate  information  on  program  spending  and 
performance;  and  comprehensive  program  evaluation  on  a  sustainable  basis.  In 
requesting  GAO  work,  committees  and  members  should  take  advantage  of  GAO's 
strengths  and  expertise  in  auditing,  financial  and  management  systems,  research,  and 
analysis  of  programs  and  activities  that  use  public  resources. 

RECOMMENDATION: 

Congressional  requesters  should  not  set  the  timing  or  extent  of  release  of  GAO  reports  as 
a  means  of  serving  political  purposes  or  attracting  publicity,  and  should  not  delay  release 
of  a  completed  blue  book  more  than  7  days  from  the  date  the  work  is  provided  in  Tmal 
form  to  the  requester. 

RECOMMENDATION: 

Congressional  requesters  should  direct  GAO  to  obtain  comments  on  its  draft  reports  from 
the  agencies  subject  to  study  (see  pp.  31-34).  An  agency  should  have  30  days  to  submit 
comments  on  the  draft.  In  addition.  Congress  should  enforce  the  requirement  for  the 
agency  to  submit  a  formal  letter  within  60  days  after  receiving  a  completed  GAO  report 
(with  possible  extension  to  120  days),  presenting  agency  action  plans  for  responding  to 
GAO's  findings  and  recommendations. 
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RECOMMENDATION: 

Congressional  requesters  should  not  tailor  requests  for  GAO  work,  or  shape  the  course 
of  the  research  or  the  nature  of  the  reports  to  serve  particular  policy  or  partisan  interests. 

RECOMMENDATION: 

Before  GAO  undertakes  any  congressionaUy-requested  work,  GAO  and  the  congressional 
requesters  should  negotiate  clear  mutually  agreed  written  "terms  of  reference"  that  specify 
the  objectives  and  general  questions  to  be  addressed,  the  general  sources,  methods,  and 
scope  of  the  work,  skills  required,  and  estimates  of  GAO  staff-years,  budget,  and  time 
span  for  the  job.  If  circumstances  change  or  facts  are  uncovered  during  the  course  of  the 
work  that  raise  questions  about  the  original  terms  of  reference,  GAO  and  the  requesters 
should  negotiate  update  terms  of  reference  as  needed.  If  the  requester  is  a  committee  or 
subcommittee,  the  chairman  and  his  or  her  staff  should  share  the  terms  of  reference  for 
the  GAO  work  with  the  ranking  minority  member,  as  well  as  with  all  m^ority  members. 

RECOMMENDATION: 

The  Congress'  monthly  Research  Notification  System  listing  all  GAO  job  starts  and 
recently  completed  work  should  be  available  to  all  members  and  committees.  The  panel 
sees  no  need  for  restricted  distribution  of  this  document.  If  listing  any  GAO  work  would 
pose  a  threat  to  sensitive  security  matters  or  criminal  investigations,  that  work  could  be 
omitted  from  the  published  listing. 


Detailees 

Another  factor  in  congressional  concerns  about  GAO's  objectivity  -  to  which  Congress 
contributes  -  is  its  use  of  "detailees"  from  GAO.  Detailees  are  GAO  employees  who,  on  request  from 
a  committee,  are  assigned  to  work  directly  with  the  committee  or  subcommittee  staff  on  "detail."  By 
statute,  detail  assignments  of  GAO  employees  to  a  congressional  committee  can  last  for  no  more  than 
a  year."  No  limits  exist,  however,  on  the  number  of  detailees  that  GAO  can  assign  to  Congress  or 
to  any  one  committee  at  a  time,  and  the  committees  face  no  requirements  to  reimburse  GAO  for  their 
services.  In  the  past,  because  GAO  could  officially.assign  an  employee  first  to  a  full  committee,  then 
to  a  subcommittee,  and  then  back  to  the  fiill  committee  or  to  a  different  subcommittee,  some  GAO 
detailees  remained  with  the  same  committee  for  two  or  three  years  -  sometimes  even  longer. 

Traditionally,  detailees  went  to  a  committee  to  help  with  a  particular  project,  to  lend  their 
expertise  on  a  particular  issue,  or  to  contribute  to  analyses  that  led  to  the  development  of  options  and 
recommendations  for  specific  legislation.  When  a  committee  must  address  a  complicated,  high-priority 
issue  in  a  relatively  short  time  frame,  its  staff  may  lack  the  background  knowledge  or  time  to  do  the 
required  work.  In  those  cases,  detailees  have  served  especially  valuable  roles.  But,  particularly  with 


"96  Stat.  899  (See  31  U.S.C.  §  734). 
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assignments  that  lasted  for  more  than  a  year,  committees  and  subcommittees  often  called  on  detailees 
for  day-to-day  work,  rather  than  a  specialized,  individual  assignment. 

Typically,  a  chairman  requests  detailees  and  assigns  them  to  the  committee  or  subcommittee 
staff  as  a  whole;  they  work  most  closely  with  the  majority  and  often  on  the  chairman's  priorities.  On 
committees  where  staffs  work  on  a  bipartisan  basis,  the  use  of  detailees  tends  not  to  raise  questions 
about  the  potential  partiality  of  the  work  of  GAO  employees.  But,  where  majority  and  minority 
members'  interests  differ,  minority  members  sometimes  have  found  that  detailees  built  the  majority 
staffs  capacity  to  support  majority  members'  interests.  In  these  cases,  detailees  contributed  to  the 
imbalance  between  majority  and  minority  staff  resources." 

Detailees  have  been  the  subject  of  considerable  debate  in  congressional  hearings  on  GAO  in 
recent  years.  Several  pending  pieces  of  legislation  would  change  the  law  governing  detailees.  Some 
would  require  committees  to  reimburse  GAO  for  detailees;  one  would  limit  detailees  to  serving  no 
more  than  twice  in  any  committee  in  any  Congress  and  would  not  allow  the  assignments  to  last  more 
than  three  months.  Moreover,  if  a  GAO  employee  had  been  on  a  detail  to  a  committee,  one  proposal 
would  bar  GAO  from  responding  to  a  request  from  that  committee  for  three  months  thereafter. 

GAO  continues  to  believe  that  detailees  are  an  important  way  that  GAO  contributes  to 
informing  and  assisting  Congress  in  addressing  high  priority  public  issues,  and  also  that  details  are  a 
valuable  way  for  GAO  employees  to  learn  more  about  both  specific  issues  and  the  operations  and 
perspectives  of  Congress.  GAO  has  recognized,  however,  that  problems  arise  when  committees 
request  numerous  detailees  or  when  assignments  are  extended  so  GAO  staff  continue  to  work  for 
committee  staffs  for  more  than  a  year.  Therefore,  GAO  has  committed  to  following  strictly  the  one- 
year  limit  on  the  length  of  a  detailee's  assignment.  The  comptroller  general  has  also  testified  that 
GAO  has  been  working  with  congressional  committees  and  subcommittees  to  reduce  the  number  of 
detailees.*" 


"According  to  rules  in  the  House  of  Representatives  governing  permanent  staff  members,  the  ratio 
of  majority  to  minority  must  not  exceed  two  to  one.  If  detailees  work  for  the  majority  but  they  are 
not  counted  in  calculating  the  ratio,  they  skew  the  imbalance  more  heavily  to  the  majority  than  would 
be  allowed  under  the  ratio.  The  comptroller  general  has  testified  that  ranking  minority  members  can 
request  detailees  and  that  GAO  has  filled  all  requests  from  ranking  minority  members  for  detailees 
(GAO/T-OPP-93-1,  p.  15).   Ranking  minority  members,  however,  tend  to  make  few  requests. 

*GAO/T-OPP-93-l,  pp.  15-16.  GAO  reported  that  at  the  end  of  the  third  quarter  of  fiscal  year 
1993,  the  number  of  detailees  was  only  34,  down  from  60  a  year  before.  The  total  number  of 
detailees  who  were  assigned  to  a  committee  or  subcommittee  at  any  time  during  fiscal  year  1993  was 
74  -  the  lowest  in  ten  years.  The  number  of  detailees  had  grown  during  the  1980s  from  78  in  fiscal 
year  1984  to  a  peak  of  148  during  fiscal  year  1990,  involving  173  different  detail  assignments.  (Some 
GAO  staff  members  were  sent  on  more  than  one  detail  assignment  in  a  single  year.)  The  average 
number  of  detailees  from  1983  through  1992  was  123. 
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Based  on  the  steps  taken  by  GAO  to  limit  and  discipline  the  use  of  detailees  and  the  reduced 
number  of  detailees  now  on  assignment,  it  does  not  appear  that  legislation  is  necessary  to  address  the 
use  of  detailees  from  GAO  at  this  time,  but  the  panel  urges  that  both  Congress  and  GAO  continue  to 
monitor  the  use  of  detailees  to  ensure  that  the  authority  to  assign  detailees  to  assist  Congress  is  not 
misused  or  overused." 


RECOMMENDATION: 

GAO  should  abide  by  the  one-year  limit  on  the  length  of  time  a  GAO  staff  member  is 
assigned  to  work  for  a  congressional  committee  on  a  "detail."  GAO  also  should  publish 
annually  for  public  distribution  a  report  of  the  numbers,  length  and  nature  of  detail 
assignments,  by  committee  and  subcommittee,  and  make  that  information  available  to 
members  and  committees  at  any  time  on  request. 

RECOMMENDATION: 

GAO  should  review  carefully  each  request  for  detailees  to  ensure  that  the  assignment  is 
a  wise  use  of  staff  resources;  that  the  assignment  will  involve  analytical  work  and 
application  of  staff  expertise,  and  not  political  or  partisan  work;  and  that  the  request  for 
assistance  cannot  be  better  served  by  an  internal  assignment  at  GAO  rather  than  a  detail. 


Reauthorization  and  Oversight 

The  Senate  and  House  members  of  the  Joint  Committee  on  the  Organization  of  Congress 
included  in  their  final  reports'^  a  recommendation  to  repeal  the  permanent  authorization  of  GAO  and 
require  a  new  authorization  every  eight  years.  (The  change  would  apply  to  other  legislative  support 
agencies  as  well.)  By  this  change,  they  seek  to  solve  the  problem  of  Congress'  "irregular  and 
unsystematic  oversight"  of  GAO.'' 

The  panel  is  united  in  its  recommendation  that  the  Senate  Committee  on  Governmental  Affairs 
and  the  House  Committee  on  Government  Operations  should  provide  continuing  and  systematic 
oversight  of  GAO.  They  should  hold  regular,  at  least  biennial  oversight  hearings  based  on  more 
extensive  and  useful  information  about  GAO's  work,  including  a  number  of  new  elements  the  panel 
is  recommending  that  GAO  should  prepare  and  share  with  the  committees:  GAO  multi-year  plans, 
a  compendium  of  the  reports  on  regular  external  peer  review  of  GAO  work,  job  costs  allocated  by 
topic  and  requester,  and  statistics  compiled  from  improved  GAO  performance  indicators,  such  as  net 


"Existing  provisions  of  Senate  Rule  XXVII,  cl.  4,  provides  that  no  staff  employee  of  any 
dqKUtment  or  agency  of  the  Government  should  be  detailed  or  assigned  to  a  committee  of  the  Senate 
without  the  written  permission  of  the  Senate  Rules  and  Administration  Committee. 

»*Senate  Report  103-215.  Vol.  2,  Dec.  9,  1993;  House  Report  103-413,  Vol.  2,  Dec.  17,  1993. 

"House  report,  p.  21. 
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savings  and  impacts  on  executive  performance  that  can  be  linked  to  GAO  work.  Moreover,  the 
publication  of  job  starts  and  the  sharing  of  terms  of  reference  between  majority  and  minority 
committee  leaders  for  requested  GAO  jobs  would  increase  not  only  the  non-partisanship  of  GAO's 
work  environment  but  also  the  information  flow,  contributing  to  improved  allocation  of  GAO  resources 
and  oversight. 

Congress,  of  course,  can  change  GAO's  authorizing  statute  at  any  time,  and  also  can  affect 
GAO  activities  through  annual  appropriations.  The  panel  does  not  have  a  unified  position  on  the 
efficacy  of  an  eight-year  reauthorization  requirement.  In  effect,  that  requirement  would  replace  the 
general  opportunity  for  Congress  to  change  authorization  language  legislatively,  at  any  time,  with  a 
positive  requirement  to  reauthorize  the  agency  or  allow  it  to  expire.  (Most  major  government 
departments  are  not  subject  to  reauthorization  at  fixed  periods,  although  many  of  their  programs  are.) 

Effective,  systematic  oversight  of  GAO  by  Congress  requires  more  frequent  hearings  and 
review  than  an  eight-year  reauthorization  cycle,  which  is  slightly  over  half  the  length  of  the 
comptroller  general's  term  under  current  law.  Most  panel  members  are  concerned  that  the  dynamics 
leading  up  to  the  reauthorization  year  would  put  political  pressures  on  GAO  that  run  counter  to  the 
Congress'  interest  in  ensuring  the  objectivity  and  crec^ibUity  of  this  primary  audit  and  evaluation 
agency  and  preserving  access  to  reliable,  objective  research  and  analysis.**  The  reauthorization 
process  could  hinder  development  of  constructive,  ongoing,  bipartisan  congressional  oversight  of 
GAO;  weaken  the  capacity  of  GAO  leadership  to  manage  and  guide  the  organization;  and  threaten 
GAO's  ability  to  complete  high  quality,  timely  work  and  recruit  and  retain  first-rate  staff. 

Changes  and  improvements  are  needed  at  GAO  in  the  way  it  approaches  its  work  and  carries 
out  its  mission.  Any  changes,  however,  should  be  carefully  designed  to  maintain  the  value  and  the 
assets  that  GAO  has  brought  to  government  for  over  70  years  -  assets  of  credibility  and  objectivity, 
flexible  staff  resources,  and  a  leadership  role  in  auditing  and  evaluating  activities  supported  by  public 
funds  and  in  improving  the  financial  integrity,  management,  and  accountability  of  government. 


'*One  of  the  most  common  comments  in  the  course  of  the  interviews  conducted  for  this  study  was, 
"If  GAO  did  not  exist,  Congress  would  have  to  create  it." 

73 


185 


The  Academy 


The  National  Academy  of  Public  Administration  is  a  non-profit, 
nonpartisan,  collegial  organization  chartered  by  Congress  to 
improve  governance  at  all  levels  —  federal,  state,  and  local. 
NAPA  works  toward  that  end  chiefly  by  using  the  individual  and 
collective  experiences  of  its  Fellows  to  provide  expert  advice  and 
counsel  to  governance  leaders.  Its  congressional  charter,  signed 
by  President  Reagan  in  1984,  was  the  first  granted  to  a  research 
organization  since  President  Lincoln  signed  the  charter  for  the 
National  Academy  of  Sciences  in  1863. 

The  unique  source  of  the  Academy's  expertise  is  its  membership. 
It  consists  of  more  than  400  current  and  former  Cabinet  officers, 
members  of  Congress,  governors,  mayors,  legislators,  jurists, 
business  executives,  public  managers,  and  scholars  who  have  been 
elected  as  Fellows  because  of  their  distinguished  practical  or 
scholarly  contributions  to  the  nation's  public  life. 

Since  its  establishment  in  1967,  NAPA  has  responded  to  a  large 
number  of  requests  for  assistance  from  various  agencies  and  has 
undertaken  a  growing  number  of  studies  on  issues  of  particular 
importance  to  Congress.  In  addition,  NAPA  has  increasingly 
conducted  projects  for  private  foundations  and  has  begun  to  work 
closely  with  corporations. 

Its  work  has  covered  a  wide  range  of  topics,  including:  agricul- 
ture, education,  health,  human  services,  housing,  urban  de- 
velopment, prisons,  courts,  space,  defense,  environment, 
emergency  management,  human  resources,  organization  and 
management  analysis,  and  international  public  management. 
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A  Message 

FROM  THE 

Comptroller 
General 


/jJmost  exactly  a  decade  ago,  in  February  1985,  GAO  issued  a  two-volume 
report  entitled  Managing  the  Cost  of  Government:  Building  an  Effective  Financial 
Management  Structure.  We  pointed  out  that  the  federal  government — then  as 
now  the  largest  financial  operation  in  the  world — was  employing  financial 
management  concepts  and  practices  that  were  weak,  outdated,  and  grossly  ineffi- 
cient. The  problem  spanned  the  whole  spectrum  of  federal  agencies.  It  hampered 
the  ability  of  federal  managers  to  prevent  waste,  fraud,  and  abuse.  It  denied 
policymakers  the  information  they  needed  to  make  informed  decisions.  It 
undercut  the  public's  perception  of  government,  creating  a  loss  of  confidence  that 
was  largely  deserved. 

In  response  to  this  problem,  we  called  for  Congress  to  bring  some  order  to  the 
government's  financial  afiairs.  Our  report  outlined  the  need  for  firm  commit- 
ment, clearly  identified  leadership  responsibility,  and  continuity  of  purpose.  It 
called  for  the  preparation  and  audit  of  annual  financial  statements.  It  stressed  the 
need  for  accountability  and  accurate  reporting,  improved  planning  and  program- 
ming, systematic  performance  measurement,  reliable  information  systems,  and 
adequate  accounting  standards. 

In  the  years  that  followed,  we  worked  closely  with  Congress  to  pursue  these  goals, 
and  our  efforts  have  paid  great  dividends  in  the  past  5  years.  In  1990,  the  Chief 
Financial  Officers  (CFO)  Act  was  passed,  creating  the  federal  government's  first 
pilot  program  for  agencywide  financial  statements.  Three  years  later,  the  Govern- 
ment Performance  and  Results  Act  (GPRA)  made  performance  management  the 
touchstone  of  government  operations.  And  in  1994,  the  Government  Manage- 
ment Reform  Act  expanded  the  provisions  of  the  CFO  Act  and  set  the  stage  for 
consolidated,  governmentwide  financial  statements  by  1998. 
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Accountability:  A  Long  Time  Coming 

Taken  together,  the  ideas  we  advanced  in  Managing  the  Cost  of  Government  were 
really  nothing  more  than  the  elements  of  modern,  responsible  business  practice. 
And  yet,  logical  as  they  may  seem  today,  these  ideas  took  a  long  time  to  gain  a 
footing — not  just  among  federal  agencies,  but  among  publicly  owned  corporations 
and  state  and  local  governments  as  well.  Simply  put,  the  ingredients  needed  for 
sound  financial  management  tend  not  to  capture  the  public's  imagination  until 
things  get  out  of  hand — or  near  to  it. 

There  was  a  time,  for  example,  when  publicly  owned  corporations  were  under  no 
requirement  to  have  audited  financial  statements.   It  took  a  dual  calamity — ^the 
stock  market  crash  of  1929  and  the  Great  Depression — to  bring  about  the  creation 
of  the  Securities  and  Exchange  Commission  and  comprehensive  financial  reponing 
requirements  for  publicly  owned  firms.  That  was  in  1934. 

Forty  years  later,  no  corresponding  requirements  existed  for  state  and  local  govern- 
ments. Then,  New  York  City  nearly  went  bankrupt.  The  city  overestimated  its 
revenues,  underestimated  its  expenses,  never  knew  how  much  cash  it  had  on  hand, 
and  borrowed  repeatedly  to  finance  its  deficit  spending.  Poor  accounting  praaices 
were  common  among  state  and  local  governments,  but  New  York  City's  financial 
crisis  put  these  problems  in  the  spodight. 

Sensitive  now  to  the  implications  of  financial  management  deficiencies  at  the  state 
and  local  levels,  Congress  focused  on  an  issue  directly  aflfecting  federal  interests:  the 
states'  and  localities'  widespread  lack  of  accountability  for  the  financial  aid  the 
fisderal  government  provided  them.  That  aid  had  expanded  from  132  programs 
costing  $7  billion  in  1960  to  over  500  programs  costing  nearly  $95  billion  in  1981. 
Considering  the  lack  of  comprehensive  audits  done  of  state  and  local  governments, 
no  one  could  be  sure  of  the  extent  to  which  all  this  money  was  subjea  to  waste  or 
misuse.  With  the  stakes  grown  so  high,  and  with  the  signs  of  trouble  so  apparent. 
Congress  passed  the  Single  Audit  Act  of  1 984. 

The  act  required  every  state  or  local  entity  receiving  $100,000  or  more  in  federal 
financial  assistance  in  any  fiscal  year  to  undergo  a  comprehensive,  "single"  audit  of 
its  financial  operations  by  an  independent  auditor  on  an  annual  basis.  The  objec- 
tive was  to  replace  separate  grant-by-grant  audits  with  comprehensive  audits  of  the 
entities  receiving  these  grants,  eliminating  both  the  duplication  that  comes  from 
having  several  diflferent  audits  of  the  same  entity  and  gaps  in  audit  coverage  created 
by  haphazard  audit  schedules. 

Last  June,  we  completed  a  study  of  the  eflfects  of  the  Single  Audit  An  and  reported 
that  over  21,000  state  and  local  entities  had  audited  financial  statements  under  the 
act.  State  and  local  officials  told  us  the  single  audit  process  has  contributed  to 
Improving  their  financial  management  practices.  They  have  installed  new  account- 
ing systems,  begun  having  annual  comprehensive  financial  statement  audits, 
adopted  or  accelerated  the  adoption  of  generally  accepted  accounting  principles. 
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improved  systems  for  tracking  federal  funds,  strengthened  administrative  controls 
over  federal  programs,  and  increased  oversight  of  entities  to  whom  they  distributed 
federal  funds.  Systems  are  now  in  place  not  just  to  detect  problems  after  they  have 
occurred,  but  to  prevent  them  before  they  happen. 


The  Federal  Government  Gets  the  Message 

The  Single  Audit  An  passed  in  1984 — 50  years  after  Congress  made  financial 
reporting  the  rule  for  public  corporations.  With  passage  of  the  CFO  Act  in  1990, 
Congress  moved  at  last  to  have  federal  agencies  meet  the  same  sort  of  financial 
statement  reporting  requirements  as  public  corporations  and  state  and  local 
governments.   Under  the  CFO  Act,  the  scope  of  these  requirements  among  federal 
agencies  was  limited  but  considerable.  First,  all  U.S.  government  agencies  were  to 
prepare  financial  statements  for  all  trust  funds,  revolving  funds,  and  commercial 
aaivities.  In  essence,  this  meant  that  financial  statements  would  be  prepared 
whenever  the  federal  government  conducted  activities  similar  to  those  of  private 
businesses.  Second,  the  act  required  that  10  cabinet  departments  and  large  agen- 
cies participate  in  a  3-year  pilot  program  to  test  the  usefulness  of  agencywide 
financial  statements.  Would  the  preparation  of  financial  statements  tell 
decisionmakers  things  they  need  to  know?  Would  they  help  managers  direct  their 
organizations  more  effectively? 

To  both  questions,  the  answer  was  yes.  As  GAO  reported  more  than  once  during 
1994,  financial  statement  audits  have  provided  a  much  clearer  picture  than  has 
ever  existed  of  the  government's  financial  condition,  including  massive  problems  of 
uncollected  revenues  and  unrecognized  liabilities.   Financial  statement  audits  have 
also  brought  discipline  to  federal  agencies'  efforts  to  pinpoint  waste,  mismanage- 
ment, and  possible  illegal  acts  and  have  revealed  the  gaps  in  their  efforts  to  safe- 
guard the  government's  assets.  Audits  have  also  identified  actual  and  potential 
savings  of  hundreds  of  millions  of  dollars.  Moreover,  they  have  confirmed  just 
how  little  confidence  Congress  and  program  managers  can  place  in  the  information 
they  now  receive:  our  audits  of  the  Internal  Revenue  Service,  the  Customs  Service, 
the  Department  of  the  Air  Force,  and  the  Department  of  the  Army  identified 
accounting  errors  amounting  to  billions  of  dollars — mistakes  and  omissions  that 
can  render  financial  information  virtually  useless. 

The  findings  were  sobering,  of  course,  but  they  were  also  crucial  to  Congress's 
decision  to  take  the  requirements  of  the  CFO  Act  one  critical  step  further.  The 
audited  financial  statements  required  under  the  CFO  Act  covered  only  about 
60  percent  of  the  government's  budget  authority  and  relatively  few  agencies  on  an 
overall  basis.  Medicare  and  Medicaid,  for  instance,  were  excluded — to  the  tune  of 
$200  billion  a  year.  So  was  almost  two-thirds,  or  $16  billion,  of  the  Department 
of  Energy's  annual  obligations  to  integrated  contractors.  So  was  the  Navy's 
$90  billion  yearly  appropriation.   But  with  the  value  of  audited  financial  state- 
ments now  fiilly  demonstrated,  Congress  extended  the  CFO  Act  requirements  to 
24  major  departments  and  agencies,  accounting  for  virtually  the  entire  federal 


"Financial  statement  audits 
now  provide  a  clearer  picture 
than  has  ever  existed  of  the 
government 's  financial 
condition. " 
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budget.  Just  35  important,  Congress  made  these  requirements  permanent — a  fact  of 
life  from  now  on  in  the  federal  sector.  Further,  it  mandated  that  by  March  31 , 
1998,  the  newly  emerging  financial  data  be  brought  together  in  governmenrwide 
consolidated  financial  statements — an  unprecedented  step  toward  a  true  portrayal  of 
the  governments  overall  financial  sutus. 


Managing  Information 

One  of  the  benefits  of  requiring  federal  agencies  to  have  audited  financial  statements 
is  that  it  will  help  them  to  develop  reliable  information  management  systems.  This 
will  be  useful  discipline  for  federal  agencies,  which  after  spending  more  than 
$200  billion  on  information  systems  over  the  past  12  years,  still  find  themselves 
lacking  the  data  needed  to  analyze  programmatic  issues,  control  costs,  or  measure 
results.  The  problem  is  not  that  the  needed  information  management  technologies 
do  not  exist;  it  is,  by  and  large,  that  federal  agencies  have  failed  to  keep  pace  with 
new  practices  in  the  field  of  information  management  or  to  maintain  the  skills  they 
need  to  define  their  information  needs  and  selea  and  operate  the  appropriate 
information  management  systems. 

When  Congress  passed  the  Paperwork  Rcduaion  Act  of  1 980,  part  of  its  intent  was 
to  increase  the  efficiency  and  effectiveness  of  federal  programs  through  the  use  of 
information  technology.   But  since  then,  in  examining  virtually  all  critical  functions 
of  the  federal  government,  we  have  found  that  the  information  technology  objec- 
tives of  the  act  simply  have  not  been  met.  We  decided,  therefore,  to  look — for  a 
change — at  organizations  that  have  managed  information  technology  successfully. 
What  practices  did  these  organizations  follow — private  and  public  sector  alike — that 
made  them  succeed  where  federal  agencies  have  not.' 

The  result  of  our  inquiry  was  our  1994  report  entitled  Executive  Guide:  Improving 
Mission  Performance  Throu^  Stmtegic  Information  Management  and  Technology.  We 
found  among  our  case  studies  1 1  fundamental  management  practices  that  we 
believe  are  crucial  to  building  a  modern  information  management  infrastructure. 
These  practices  fall  into  three  basic  categories:  deciding  to  work  differently;  direa- 
ing  resources  toward  high-value  uses;  and  supporting  improvements  with  the  right 
skills,  roles,  and  responsibilities.  We  learned  that  seemingly  intractable  information 
management  problems  can  be  resolved  if  given  the  right  kind  of  attention.   Putting 
the  appropriate  principles  in  practice  made  it  possible  for  the  organizations  we 
studied  to  be  more  competitive,  reduce  costs,  or  dramatically  improve  customer 
service.  The  current  environment  demands  that  iedeial  agencies  do  the  same. 
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Putting  Results  First 

The  &ct  is  that  federal  agencies  can  no  longer  muddle  through  merdy  by  spending 
more  money  on  their  programs.  If  anything,  the  amount  of  money  available  is 
shrinking,  not  growing.  With  the  CFO  Aa,  Congress  has  already  let  federal 
agencies  know  they  must  handle  their  finances  more  responsibly  With  GPRA,  it 
has  told  them  they  must  now  make  the  programs  themselves  work  bener.  GPRA 
calls  for  agencies  to  set  goals  for  program  performance  and  to  measure  perfor- 
mance. These  practices  provide  the  tools  for  managers  to  put  the  focus  on  results. 

Given  the  magnitude  of  the  changes  involved,  GPRA's  requirements — among 
them,  the  development  of  5-year  strategic  plans,  annual  performance  plans,  and 
annual  program  performance  reports — will  not  apply  governmentwide  before  fiscal 
year  1997.  In  the  meantime,  GPRA  has  mandated  that  at  least  10  depanments 
and  agencies  be  designated  as  pilot  projects  for  goal  sening,  measurement,  and 
reporting  in  fiscal  years  1994,  1995,  and  1996. 

Would  federal  agencies  be  receptive  to  results-oriented  management?  The  best 
indication  so  far  may  be  this:  While  GPRA  required  that  there  be  at  least  10 
designated  pilot  projects,  the  actual  number  now  exceeds  70.  The  pilot  projects 
range  in  size  from  small  programs  to  entire  agencies,  including  the  Internal 
Revenue  Service,  the  Defense  Logistics  Agency,  and  the  Social  Security  Administra- 


"New  legislation  gives 
managers  the  tools  to  put 
the  focus  on  results. " 


The  Goal:  Improving  Government 

GPRA,  the  CFO  Act,  and  the  Government  Management  Reform  Act  of  1994  go 
together  as  significant  and  hopeful  responses  to  the  ever-tightening  demands  on 
government.  Add  to  these  the  themes  struck  by  the  National  Performance  Review, 
and  it  is  dear  that  major  changes  are  in  the  works. 

Meanwhile,  GAO  continues  to  help  the  federal  government  increase  its  efficiency 
and  effectiveness  and  control  its  costs.  Our  work  often  contributes  to  legislative 
and  executive  branch  actions  that  result  in  significant  financial  benefits  to  the 
government.  These  include  budget  reductions,  avoided  costs,  appropriation 
deferrals,  and  revenue  enhancements.  During  fiscal  year  1994,  we  recorded 
measurable  financial  benefits  to  the  government  of  nearly  $19.5  billion. 

During  fiscal  year  1994,  we  produced  1,252  audit  and  evaluation  products, 
including  901  reports  to  Congress  and  agency  officials,  129  formal  congressional 
briefings,  and  222  congressional  testimonies  delivered  by  77  GAO  executives.  We 
also  issued  over  3,000  legal  decisions. 
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"The  first  major  steps  have 
been  taken  toward  having 
the  government  operate  on 
sound  business  principles. 
That  is  an  encouraging 
start. " 


We  achieved  these  bencBcs  and  produaion  levels  while  continuing  our  cfForts  to 
become  a  smaller  and  more  efficient  organization.  Since  fiscal  year  1 992,  GAO  has 
worked  closely  with  its  appropriations  committees  on  a  plan  to  reduce  the  size  of 
GAO.   By  the  end  of  fiscal  year  1994,  GAO  had  reduced  its  size  by  over  10  percent 
and  is  now  at  its  lowest  staff  level  in  a  quarter  of  a  century.  We  are  committed  to 
managing  this  reduction  so  that  the  quality  and  impact  of  our  work  are  not  com- 
promised. We  continue  to  serve  the  growing  information  needs  of  Congress  by 
making  better  use  of  information  technology  and  improving  our  work  processes. 

Some  highlights  of  this  year's  audit  and  evaluation  work  appear  in  the  next  section 
of  our  annual  report,  followed  by  an  overview  of  our  operations  and  by  our  finan- 
cial statements.  One  of  the  accomplishments  in  which  we  take  the  most  pride, 
however,  has  been  broader  and  more  cumulative:   it  is  our  role  in  helping  Congress 
improve  the  way  federal  agencies  pursue  the  business  of  government. 

Looking  back  on  Managing  the  Cost  of  Government — our  report  of  a  decade  ago — 
one  is  struck  by  how  many  of  the  ideas  we  hoped  to  advance  in  1 985  are  now 
finding  widespread  application.  Many  agencies  have  chief  financial  officers;  some 
have  produced  audited  financial  statements  and  more  will  soon  do  so.  Accountabil- 
ity and  accurate  reponing,  improved  planning  and  programming,  systematic 
performance  measurement,  reliable  information  systems,  adequate  accounting 
standards — all  of  these  principles  are  gaining  long-overdue  attention  and  are  being 
built  into  the  way  federal  agencies  will  operate  in  the  future.  With  the  appropriate 
follow-through,  we  may  eventually  see  a  government  where  the  waste  or  misuse  of 
funds  is  less  likely  to  occur,  one  where  policymakers  and  agency  executives  have 
reliable  information  with  which  to  make  decisions,  one  where  the  public  can  put 
renewed  confidence. 


The  federal  government  is  not  yet  operating  on  sound,  modern  business  principles, 
but  the  value  of  making  it  do  so  has  been  recognized,  and  the  first  major  steps 
toward  making  it  do  so  have  been  taken.  That  is  an  encouraging  start. 


/ 


Charles  A.  Bowsher 
Comptroller  General 
of  the  United  States 
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Highlights 

ofGAO 

Reports 

AND  Testimony 


in  fiscal  year  1994,  GAO  prepareci  1,252  audit  and  evaluation 
products,  including  901  reports  to  Congress  and  agency 
olTicials,  1 29  congressional  briefings,  and  222  congressional 
testimonies  delivered  by  77  GAO  executives.  GAO  also  issued 
over  3,000  legal  decisions. 

The  selected  reports  and  testimonies  that  follow  reflea  the 
broad  range  of  issues  GAO  addressed  during  the  year.  After 
the  tide  of  each  testimony  is  the  name  of  the  senior  executive 
who  delivered  it  on  behalf  of  GAO. 
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October 
1993 


I  47  Reports  to  Congress 
34   Testimonies 


I  FINANCIAL  MANAGEMENT:  Reliability  of 
Weapon  System  Cost  Reports  Is  Highly 
Questionable 

Army  weapon  system  cost  information,  which  came  from  at  least  18  financial 
and  logistics  systems,  was  incomplete  and  inconsistent  among  systems,  did  not 
include  all  costs  required  by  Army  guidelines,  reflected  unsupported  adjust- 
ments, and  could  not  be  independendy  verified.  As  a  result,  Congress  and  other 
users  of  reports  reflecting  this  cost  information  cannot  be  fully  confident  that 
reported  costs  are  reliable.  In  addition,  such  unreliable  cost  information  can 
undermine  the  resource-decision-making  process.   (AIMD-94-10) 


I  SOCIAL  SECURITY  ADMINISTRATION:  SSA 

Needs  to  Act  Now  to  Assure  World-Class  Service 

Testimony  by  the  Associate  Director  for  Income  Security  Issues.  Jane  L  Ross 

SSA  provides  benefits  to  about  47  million  people  today  and  will  provide  benefits 
to  many  more  in  the  fiiture.  SSA  is  already  seeing  the  effects  of  a  significant  rise 
in  disability  cases,  an  area  already  plagued  by  major  processing  delays.  But  if 
SSA  cannot  develop  die  necessary  long-range  plans,  efficiently  manage  computer 
systems  modernization,  address  workforce  needs,  and  control  its  finances,  it  risks 
significant  deterioration  in  its  ability  to  serve  the  public  efficiendy  and  effec- 
tively.  (T-HRD-94-46) 
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■state  and  local  FINANCES:  Some 
Jurisdictions  Confronted  by  Short-  and 
Long-Term  Problems 

Testimony  by  the  Director  for  Operations,  Human  Resources  Divisien, 
Gregory  J.  McDonaU 

Between  1985  and  1991,  state  and  local  government  surpluses  fcU  as 
spending  grew  faster  than  revenues.  The  decline  in  state  and  local  budget 
surpluses  could  worsen  the  eflFects  of  the  federal  deficit  on  the  economy, 
potentially  reducing  long-term  growrth.  In  GAO's  view,  the  trends  and  the 
differences  in  state  and  local  financial  conditions  should  be  pan  of  discussions  on 
health  care  reform,  welfare  reform,  and  other  major  policy  initiatives  in  which 
state  and  local  governments  are  expected  to  play  a  key  role. 
(T-HRD-94-1) 


ITAX  ADMINISTRATION:  IRS  Can  Do  More  to 
Collect  Taxes  Labeled  "Currently  Not 
Collectible" 

At  the  end  of  fiscal  year  1992,  about  40  percent  of  IRS'  inventory  of  delinquent 
accounts,  which  totaled  more  than  $130  billion,  were  classified  as  "currently  not 
collectible."  A  GAO  sample  of  these  accounts  found  that  many  were  classified 
on  the  basis  of  inadequate  work,  were  questionable  given  available  information, 
or  did  not  fully  provide  for  future  collection  potential.  Some  of  these  accounts 
could  have  collection  potential  because  they  were  for  individuals  who  reported 
incomes  ofmore  than  $70,000.  (GGD-94-2) 


I  NASA:  Major  Challenges  for  Management 

Testimony  by  Assistant  Comptroller  General,  National  Security  and  International 
AfSiirs  Division,  Frank  C.  Conahan 


Fundamental  management  challenges  facing  the  National  Aeronautics  and  Space 
Administration  (NASA)  include  the  need  to  bring  plans  in  line  with  likely 
budgets,  manage  systems  development  efforts  more  efficiently,  improve  opera- 
tions and  oversight,  and  preserve  U.S.  aeronautical  leadership.  Although  top 
NASA  management  seems  committed  to  improvement,  delivering  on  that 
commitment  will  require  new  and  improved  management  systems,  as  well  as 
strong  leadership  to  overcome  ingrained  attitudes  and  resistance  to  change. 
(T-NSIAD-94-18) 
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I  PESTICIDES:  Limited  Testing  Finds  Few 
Exported  Unregistered  Pesticide  Violations  on 
Imported  Food 

The  Food  and  Drug  Administration  (FDA)  found  few  residue  violations  for 
pesticides  that  were  produced  in  the  United  States,  exported  to  other  countries, 
and  possibly  used  on  food  imported  into  the  United  States.  FDA  was  prevented 
from  testing  for  all  such  pesticides,  however,  because  it  did  not  identify  all  of 
them  and  because  test  methods  were  not  always  available.  Manufacturers  are  not 
required  to  provide  reference  standards  and  test  methods  for  unregistered 
pesticides,  and  without  that  information,  FDA  cannot  perform  the  necessary 
tests  to  ensure  that  violations  are  not  occurring.   (RCED-94-1) 


I  NUCLEAR  WEAPONS:  Safety,  Technical,  and 
Manpower  Issues  Slow  DOE's  Disassembly  Efforts 

The  Department  of  Energy  (DOE)  has  established  a  very  ambitious  schedule  for 
disassembling  retired  nuclear  weapons.  In  the  past,  transportation  problems 
have  limited  DOE's  ability  to  meet  the  schedule,  and  safety,  storage,  and 
manpower  problems  could  limit  foture  disassembly  capacity.  DOE  should 
reevaluate  its  disassembly  schedule  to  ensure  that  its  goals  do  not  conflict  with 
safoy.   (RCED-94-9) 


I  FOREIGN  MILITARY  AID  TO  ISRAEL: 

Diversion  of  U.S.  Funds  and  Circumvention  of 
U.S.  Program  Restrictions 

Testimony  by  the  Director  of  the  Office  of  Special  Investiffitims.  Richtrd  C  Stitner 

Pratt  &  Whitney,  a  U.S.  jet  engine  manufacturer  and  defense  contractor,  was 
involved  in  transactions  that  diverted  U.S.  foreign  military  assistance  funds 
intended  for  the  Israeli  military.  Although  aware  of  problems  with  the  program 
in  1987,  the  Israeli  government  did  not  establish  significant  new  program 
controls  until  1990.  In  1993,  the  Department  of  Defiaise  tried  to  provide  better 
oversight  by  eliminating  direct  commercial  contracts  and  requiring  that  funds  be 
allocated  through  the  Foreign  Miliary  Sales  program  managed  by  U.S.  agencies. 
GAO,  however,  concluded  that  these  sales  are  also  vulnerable  to  abuse. 
(T-OSI-94-9) 
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November 
1993 


I  63  Reports  to  Congress 
17  Testimonies 


I  HIGH-SPEED  GROUND  TRANSPORTATION: 

Issues  Affecting  Development  in  the  United  States 

Incremental  improvements  to  existing  railroad  systems — such  as  electrifying 
rights-of-way,  eliminating  grade  crossings,  installing  new  tracks  and  signals,  and 
acquiring  new  trains — can  be  built  (or  about  $10  million  per  mile,  making  them 
less  costly  than  other  high-speed  ground  transportation  options  and  more  likely 
to  be  built  in  the  near  term.  The  Department  of  Transportation,  however, 
needs  to,  among  other  things,  focus  on  a  limited  number  of  projects  to  ensure 
that  funding  is  sufTicient  to  complete  these  projects.  (RCED-94-29) 


I  INTERSTATE  BANKING:  Benefits  and  Risks  of 
Removing  Regulatory  Restrictions 

Removing  interstate  banking  and  branching  restrictions  could  benefit  the  safety 
and  the  soundness  of  the  industry,  the  regulatory  process,  and  bank  customers 
by  encouraging  the  growth  of  larger,  more  geographically  diversified  banking 
companies.  However,  removing  such  restrictions  poses  financial  and  service 
quality  risks  as  well.  These  risks  can  be  minimized  by  limiting  interstate  expan- 
sion to  well-run  and  well-capitalized  institutions,  properly  implementing  the 
early  closure  and  safety  and  soundness  provisions  of  the  Federal  Deposit  Insur- 
ance Corporation  Improvement  Act  of  1991,  and  vigilant  antitrust  enforcement. 
(GGD-94-26) 
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I  HEALTH  INSURANCE:  Caufornia  Pubuc 
Employees'  Alliance  Has  Reduced  Recent  Premium 
Growth 

Many  health  care  reform  proposals  call  for  purchasing  cooperatives  to  manage 
competition  among  health  care  plans.  One  frequently  cited  cooperative,  the 
California  Public  Employees'  Retirement  System,  has  successfully  negotiated 
health  premiums  for  many  public  employers  in  California.  Its  success  is  attrib- 
utable to  several  Victors:  a  budget  crisis  that  led  the  state  to  freeze  its  premium 
contribution  in  1992,  an  aggressive  approach  with  health  maintenance  organiza- 
tions (HMO),  and  the  introduction  of  a  standard  benefit  package  for  HMOs  in 
1993.  (HRD-94-40) 


I  MEDICARE:  Adequate  Funding  and  Better 
Oversight  Needed  to  Protect  Benefit  Dollars 

Testimony  by  the  Director  of  Health  Financing  and  Policy  Issues,  Sarah  F.  Jaggar 

The  Medicare  safeguard  program  helps  protect  billions  of  dollars  in  benefit 
payments.   Despite  the  rising  volume  of  Medicare  claims,  however,  the  safeguard 
program  budget  has  declined  by  over  20  percent,  on  a  per  claim  basis,  over  the 
last  5  years.  With  reduced  per  claim  funding,  fewer  or  less  stringent  payment 
controls  are  applied  to  keep  the  review  workload  manageable  and  opportunities 
to  curb  millions  of  dollars  of  unnecessary  Medicare  expenditures  arc  being  lost. 
(T-HRD-94-59) 


I  MILITARY  SMALL  ARMS  PARTS:  Poor  Controls 
Invite  Widespread  Theft 

Testimony  by  the  Director  of  Defense  Management  and  NASA  Issues, 
Donna  M.  Heivilin 

Thefb  and  attempted  thefts  of  small  arms  parts  from  the  military  supply  system, 
including  those  for  the  military  M 16  rifle,  continue.  Some  of  the  parts  stolen 
can  be  used  to  convert  civilian  semiautomatic  weapons  into  automatic  weapons. 
An  indicator  of  the  pervasiveness  of  these  thefb  is  that  military  small  arms  parts 
are  readily  available  to  the  public  at  gun  shows  across  the  country.  The  thefb 
have  gone  undetected  for  years  because  of  inattentive  management  and  the  lack 
of  internal  controls — that  is,  basic  checks  on  the  ordering  and  the  handling  of 
the  parts.   (T-NSIAD-94-79) 
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I  BUDGET  POLICY:  Investment  Budgeting  for 
THE  Federal  Government 

Testimony  hy  the  Director  of  Budget  Issues,  Paul  L.  Posner 

For  long-term  economic  growth  to  be  increased,  the  federal  budget  process  needs 
to  focus  on  long-term  decision-making.  A  federal  investment  budget  component 
could  help  Congress  and  the  President  make  better-informed  decisions  on  federal 
spending  on  short-term  consumption  versus  investments  for  the  future.  Such  a 
component,  however,  must  be  established  within  the  context  of  a  unified  budget 
framework  striving  to  cut  the  deficit  over  an  appropriate  period. 
(T-AIMD-94-54) 
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December 
1993 


I  59  Reports  to  Congress 
I     4   Testimonies 


I  FINANCIAL  MANAGEMENT:  Strong  Leadership 
Needed  to  Improve  Army's  Financial 
Accountability 

The  Army's  financial  accountability  Ibr  billions  of  dollars  in  resources  is  seriously 
undercut  by  weaknesses  in  its  disbursement  systems,  inadequate  controls  over 
computer  processing  of  financial  and  logistics  information,  and  limited  progress 
in  the  Department  of  Defense's  efforts  to  improve  fmancial  management. 
Overall,  the  lack  of  sustained  Department  leadership  has  impaired  the  Army's 
ability  to  strengthen  financial  accountability.   (AIMD-94-12) 


I  REGULATORY  BURDEN:  Recent  Studies. 
Industry  Issues,  and  Agency  Initl\tives 

Regulatory  burden  studies  released  in  1992  and  1993  highlighted  major  banking 
industry  concerns  about  the  cumulative  burden  from  safety  and  soundness 
regulations,  consumer  protection  requirements,  and  reporting  requirements. 
Although  these  studies  did  not  produce  reliable  estimates  of  the  aggregate  cost  of 
banking  industry  regulation,  they  underscored  concerns  about  the  effect  of  the 
cumulative  burden  on  the  industry's  competitiveness  and  ability  to  provide 
ctedit.  Federal  regulatory  agencies  initiated  actions  to  reduce  unnecessary 
regulations  and  streamline  numerous  supervisory  processes.   (GGD-94-28) 
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I  FEDERAL  HOME  LOAN  BANK  SYSTEM: 
Reforms  Needed  to  Promote  Its  Safety, 
Soundness,  and  Effectiveness 

Congress  overhauled  regulation  of  the  Federal  Home  Loan  Bank  System  in 
1989.   In  GAO's  view,  however,  additional  reforms  are  necessary,  including 
(1)  changing  the  way  the  System  repays  its  share  of  the  cost  of  the  savings  and 
loan  bailout;  (2)  developing  appropriate  risk-based  capital  standards  for  System 
banks;  (3)  making  membership  in  the  System  voluntary  for  all  eligible  financial 
institutions;  and  (4)  merging  the  System's  regulator  with  the  Office  of  Federal 
Housing  Enterprise  Oversight,  thereby  creating  a  single  safety  and  soundness 
regulator  for  all  three  housing-related  government-sponsored  enterprises. 
(GGD-94-38) 


I  HEALTH  INSURANCE  REGULATION:  Wide 
Variation  in  States'  Authority,  Oversight,  and 
Resources 

State  insurance  departments'  authority  for  overseeing  health  insurers  and 
protecting  consumers  extends  over  only  part  of  the  market  and  varies  widely 
among  states.  About  24  percent  of  health  care  is  paid  for  by  private  health 
insurance  regulated  by  state  insurance  departments.  As  Congress  reviews  various 
proposals  for  health  care  reform,  it  needs  to  consider  what  role  these  state 
insurance  departments  will  play  in  enforcing  requirements  that  may  be  imposed 
on  health  insurers.   (HRD-94-26) 


IVA  HEALTH  CARE:  VA  Medical  Centers  Need  to 
Improve  Monitoring  of  High-Rjsk  Patients 

In  a  recent  2-year  period,  about  7,000  searches  were  conducted  throughout  the 
Department  of  Veterans  Affairs  (VA)  system  for  high-risk  patients — those 
unable  to  care  for  themselves — who  had  wandered  away  from  their  treatment 
sraings.  Although  VA  is  working  to  develop  procedures  to  search  for  such 
patients,  it  should  also  concentrate  on  reducing  the  need  for  searches  by  closely 
monitoring  high-risk  patients  to  prevent  them  from  wandering  away. 
(HRD-94-27) 
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I  U.N.  PEACEKEEPING:  Lessons  Learned  in 
Managing  Recent  Missions 

The  capability  of  the  United  Nations  to  implement  peacekeeping  missions  is 
limited,  as  evidenced  by  its  operations  in  Cambodia  and  Somalia:  (1)  opera- 
tional plans  for  the  Cambodia  mission  were  not  fiilly  prepared  before  deploy- 
ment, (2)  supplies  and  equipment  for  the  Cambodia  mission  arrived  long  after 
deployment,  and  (3)  military  and  civilian  peacekeepers  were  deployed  late  for 
both  missions.  The  two  missions  also  illustrated  the  importance  of  clear  man- 
dates and  a  solid  political  framework  for  peace.   (NSIAD-94-9) 


I  DAIRY  INDUSTRY:  Potential  for  and  Barriers  to 
Market  Development 

Since  1981 ,  Congress  has  sought  to  reduce  the  U.S.  dairy  industry's  dependence 
on  federal  Hnancial  suppon.  As  a  result,  the  government's  costs  under  the  U.S. 
dairy  program  shrank  from  $2.7  billion  in  fiscal  year  1983  to  $395  million  in 
fiscal  year  1992.  In  addition,  recent  international  trade  agreements  may  pro- 
mote freer  trade,  causing  the  U.S.  dairy  industry  to  be  moie  responsive  to  market 
forces.   (RCED-94-19) 


I  MANAGEMENT  REFORM:  GAO's  Comments 
ON  THE  National  Performance  Review's 
Recommendations 

GAO  generally  agrees  with  the  National  Performance  Review  (NPR)  report 
recommendations,  which  emphasize  many  basic  themes  stressed  previously  by 
GAO.  The  ultimate  success  of  the  NPR,  however,  will  depend  on  the  strategies 
and  the  action  plans  developed  to  implement  the  recommendations.  Priority 
attention  must  be  given  to  improving  agencies'  management  capacities  so  they 
can  assume  additional  authority  and  responsibility  contemplated  by  the  NPR 
and  be  held  accountable  for  results.   (OCG-94-1) 
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I  BUREAU  OF  RECLAMATION:  Information  on 
THE  Federal  Financial  Commitment  and  Repayment 
Status  of  the  Central  Arizona  Project 

Tatimony  by  tht  Director  of  Natural  Resoums  Management  Issues, 
James  Duffus  III 

Construaion  of  the  Central  Arizona  Project,  a  massive  water  project  esti- 
mated to  cost  S4.7  billion,  b  nearly  complete.   The  project  is  expected  to 
provide  Arizona  residents  with  flood  control,  fish  and  wildlife  enhancement, 
recreation,  commercial  power,  groundwater  conservation,  and  water  supply. 
Significant  uncertainties  remain,  however,  including  how  much  of  the  costs  will 
ultimately  be  paid  by  the  federal  government  and  whether  the  Central  Arizona 
Water  Conservation  District  will  be  able  to  pay  its  share  of  the  costs. 
(T-RCED-94-92) 


Highlights  of  GAO  Reports  and  Testimony 


205 


I  55  Reports  to  Conffress 
2  Testimonies 


I  STUDENT  LOANS:  Millions  Loaned 
Inappropriately  to  U.S.  Nationals  at  Foreign 
Medical  Schools 


The  Depanmeni  of  Education  is  required  to  ensure  that  foreign  medical  schools 
are  comparable  to  U.S.  schools  before  allowing  them  to  participate  in  the  student 
loan  program.   However,  the  Department  does  not  have  adequate  standards  to 
ensure  that  the  schools  are  comparable  or  enforce  the  few  standards  that  exist  nor 
do  its  procedures  preclude  students  attending  unapproved  schools  from  receiving 
loans.  As  a  result,  the  Department  made  $1 18  million  in  questionable  loans 
between  1986  and  1991  to  students  attending  foreign  medical  schools. 
(HEHS-94-28) 


I  PRESCRIPTION  DRUGS:  Companies  Typically 
Charge  More  in  the  United  States  Than  in  the 
United  Kingdom 

On  the  basis  of  May  1992  price  information,  drug  manufacturers  charged 
60  percent  more  for  77  commonly  prescribed  brand-name  drugs  in  the  United 
Slates  than  in  the  United  Kingdom.  The  price  differences  were  due  mainly  to 
the  lack  of  regulatory  constraints  in  the  United  States,  not  differences  in  manu- 
facturers' costs.  In  the  United  Kingdom,  the  government  health  system,  which 
is  virtually  the  sole  payer  for  prescription  drugs,  has  an  agreement  with  manu^c- 
turers  that  limits  profits  that  they  may  earn  on  sales.   (HEHS-94-29) 
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I  NAVY  AVIATION:  V-22  Development— Schedule 
Extended,  Performance  Reduced,  and  Costs 
Increased 

In  Oaober  1 992,  the  V-22  Osprcy  tilt-rotor  aircraft  program  was  still  experienc- 
ing major  design  uncertainties  and  operational  problems  and  the  cost  of  each 
aircraft  was  estimated  to  be  as  much  as  $64  million.  At  that  time,  the  Navy 
began  considering  a  V-22  variant  and  other  helicopter  alternatives.  As  part  of  its 
cost-benefit  analysis,  the  Navy  should  use  more  realistic  capability  assumptions, 
and  it  should  ensure  that  the  most  cost-effeaive  alternative  meets  operational 
requirements  before  requesting  procurement  funds  or  committing  to  production. 
(NSL\D-94-44) 


I  STRATEGIC  BOMBER:  Issues  Relating  to  the 
B-lB's  Availability  and  Ability  to  Perform 
Conventional  Missions 

Despite  plans  to  modify  60  of  95  B-IB  bombers,  only  40  are  capable  of  flying 
conventional  combat  missions,  a  number  that  is  not  expected  to  increase  signifi- 
candy  over  the  next  decade.   Further,  although  the  Air  Force  requires  29  of  its 
65  spare  B- 1 B  engines  to  be  serviceable  at  any  given  time  to  keep  the  planes  in 
operation,  only  5  were  serviceable  as  of  September  1993.  Structural  cracks  in  the 
aircraft  are  also  a  continuing  problem.    (NSIAD-94-81) 


I  IMPROVING  GOVERNMENT:  Actions  Needed 
TO  Sustain  and  Enhance  Management  Reforms 

Testimony  by  the  Comptroller  General  of  the  Urtited  States,  Charles  A.  Bowsher 

The  federal  government  still  lacks  a  basic  foundation  to  ensure  accountability 
and  implementation  of  broader  management  reforms.  In  GAO's  view.  Congress 
should  expand  the  requirement  for  audited  financial  statements  to  more  pro- 
grams and  agencies,  strengthen  the  framework  for  managing  information 
technology,  focus  on  high-risk  programs,  implement  the  Government  Perfor- 
mance and  Results  Act,  and  develop  sound  strategies  for  implementing  the 
National  Performance  Review  recommendations.  (T-OCG-94-1) 
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I  AVIATION  SECURITY:  Additional  Actions 
Needed  to  Meet  Domestic  and  International 
Challenges 

After  the  Pan  Am  flight  103  tragedy,  the  Federal  Aviation  Administration  (FAA) 
strengthened  security  at  U.S.  domestic  and  international  airports;  many  ques- 
tions remain  unanswered,  however.   For  example,  even  though  FAA  and  the 
Federal  Bureau  of  Investigation  examined  18  of  19  U.S.  airports  that  have  high 
traffic  volumes  and  complex  security  programs,  the  agencies  did  not  match  the 
capabilities,  the  methods,  or  the  intent  of  known  terrorist  groups  with  individual 
airport  vulnerabilities,  which  is  important  to  determine  the  appropriate  level  of 
security  necessary  and  to  develop  effective  contingency  plans.   (RCED-94-38) 
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I  58  Reports  to  Congress 
18  Testimonies 


I  IMPROVING  GOVERNMENT:  GAO's  Views  on 
H.R.  3400  Management  Initiatives 

Testimony  by  the  Comptroller  General  of  the  United  States,  Charles  A.  Bowsher 

GAO  generally  supports  the  thrust  of  the  management  reform  proposals  in  the 
Government  Reform  and  Savings  Act  of  1993.  most  of  which  came  from  the 
National  Performance  Review.   GAO,  however,  suggests  some  alternative 
provisions  for  congressional  consideration  and  proposes  an  additional  provision 
related  to  preparing  and  auditing  a  consolidated  picture  of  the  federal 
government's  financial  condition.   (T-AIMD/GGD-94-97) 


I  TAX  ADMINISTRATION:  Electronic  Filing 
Fraud 

Testimony  by  the  Director  of  Tax  Policy  and  Administration  Issues, 
Jennie  S.  Stathis 

While  electronic  filing  of  federal  tax  returns  increased  by  13  percent  in  1993  over 
1992,  the  rate  of  ft^udulent  electronically  filed  returns  detected  by  the  Internal 
Revenue  Service  (IRS)  increased  by  105  percent.  Wirh  IRS  planning  to  gready 
expand  electronic  filing  to  80  million  returns  by  2001,  it  needs  to  thoroughly 
assess  its  controls  to  prevent  and  detect  fraud  and  determine  what  is  necessary  to 
adequately  protect  the  government's  revenues.  (T-GGD-94-89) 
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I  MILITARY  SPACE  PROGRAMS:  Opportunities  to 
Reduce  Missile  Warning  and  Communication 
Satellites'  Costs 

Testimony  by  the  Director  of  Systems  Development  and  Production  Issues, 
Louis  J.  Rodrigues 

Both  the  Defense  Support  Program  (DSP)  and  the  Milstar  program,  two 
Department  of  Defense  space  programs  designed  for  the  Cold  War,  need  to  be 
adapted  to  tactical  warfare  in  regional  conflicts.  The  Department's  decision  to 
end  the  DSP  follow-on  program  provides  an  opportunity  to  fully  consider  the 
new  tactical  requirements  and  reduce  program  costs.  Also,  if  the  Department 
canceled  some  of  Milstar's  planned  large-sized  satellites  and  developed  a  lower- 
cost  system  of  smaller  satellites,  Mibtar  program  costs  could  be  reduced  by 
billions  of  dollars.   (T-NSIAD-94-108) 


I  SOCIAL  SECURITY:  Disability  Benefits  for 
Drug  Addicts  and  Alcoholics  Are 
Out  of  Control 

Testimony  by  the  Associate  Director  for  Income  Security  Issues,  Jane  L.  Ross 

With  the  number  of  alcoholics  and  drug  addicts  receiving  disability  benefits 
from  the  Social  Security  Administration  increasing  rapidly,  the  agency  must 
improve  its  monitoring  of  these  recipients  to  ensure  that  benefits  are  not  used  to 
support  addictions.  About  250,000  addias  currently  receive  disability  beneflts 
at  an  annual  cost  of  $1.4  billion,  but  the  vast  majority  of  them  are  not  required 
to  be  in  treatment.  (T-HEHS-94-101) 


IMANAGED  HEALTH  CARE:  Effect  on 
Employers'  Costs  Difficult  to  Measure 

Testimony  by  the  Associate  Director  for  National  and  Public  Health  Issues, 
Mark  V.  Nadel 

Although  certain  "managed  care"  plans  have  the  potential  to  deliver  health  care 
at  lower  cost,  little  empirical  evidence  exists  showing  that  the  use  of  these  plans 
has  contained  employers'  overall  health  care  costs.  The  plans  also  limit  employ- 
ees' choice  of  physicians,  which  is  considered  a  major  drawback  of  these  plans. 
To  gain  greater  employee  acceptance,  employers  are  offering  newer  types  of 
managed  care  plans  with  more  flexibility  but  less  cost-saving  potential. 
(T-HEHS-94-91) 
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I  COMMUNITY  DEVELOPMENT:  Block  Grant 
Economic  DeveijOpment  Actiyities  Reflect  Local 
Priorities 

Congress  has  appropriated  more  than  $62  billion  to  the  Community  Develop- 
ment Block  Grant  Program  since  1975.  Grantees  identified  three  factors, 
however,  that  affect  the  use  of  program  funds  for  economic  development, 
including  the  inconsistent  interpretation  of  program  rules  by  Department  of 
Housing  and  Urban  Development  personnel.  In  addition,  because  local  eco- 
nomic conditions  and  economic  development  strategies  differ,  program  funds 
had  been  used  to  support  many  types  of  jobs,  and  there  were  no  generally 
accepted  federal  criteria  for  defining  job  quality.   (RCED-94- 1 08) 


I  WATER  POLLUTION:  Poor  Quality  Assurance 
AND  Limited  Pollutant  Coverage  Undermine  EPA's 
Control  of  Toxic  Substances 


The  Environmental  Protection  Agency  (EPA)  controls  toxic  pollutant  discharges 
into  waterways  through  seven  "core"  activities  spread  across  several  programs. 
Some  of  the  information  used  to  analytically  support  these  activities  may  be  of 
doubtful  quality,  raising  questions  about  the  effectiveness  of  these  activities  in 
controlling  toxic  pollutants.  EPA  needs  to  immediately  address  this  quality-of- 
infbrmation  issue  and  expand  the  use  of  the  Toxic  Release  Inventory  database  in 
the  permitting  process.  (PEMD-94-9) 


I DOD  SERVICE  ACADEMIES:  Further  Efforts 
Needed  to  Eradicate  Sexual  Harassment 

Testimony  by  the  Director  of  Military  Operations  and  Capabilities  Issues, 
Mark  E.  Gehicke 

GAO  found  widespread  sexual  harassment  at  the  nation's  military  academies; 
93  to  97  percent  of  female  students  reported  some  form  of  sexual  harassment  in 
1991.  Although  the  academies  generally  have  complied  with  minimum  require- 
ments for  programs  to  eliminate  sexual  harassment.  Inspectors  General  have  not 
reviewed  sexual  harassment  prevention  and  education  at  the  academies  and  none 
of  the  academies  has  developed  usable  data  to  assess  the  effectiveness  of  its 
piogram.   (T-NSIAD-94-1 1 1) 
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I  68  Rtporu  u>  Congreu 
31    Testimonies 


I  WEATHER  FORECASTING:   Systems 
Architecture  Needed  for  National  Weather 
Service  Modernization 

The  National  Oceanic  and  Atmospheric  Administration  lacks  an  overall  blue- 
print to  guide  the  design,  the  development,  and  the  evolution  of  the  many 
subsystems  comprising  its  $4  billion  modernization  of  the  National  Weather 
Service's  systems  for  weather  observing,  information  processing,  and  communi- 
cations. This  situation  has  arisen  primarily  because  the  multiple  subsystems 
have  not  been  managed  as  interrelated  parts  of  a  single  system.   (AIMD-94-28) 


I  MONEY  LAUNDERING:  U.S.  Efforts  to  Fight 
It  Are  Threatened  by  Currency  Smuggling 

People  disguising  illicit  income  are  avoiding  U.S.  reporting  rules  for  currency 
transaaions  exceeding  $10,000  by  smuggling  cash  out  of  the  country.   Funds 
deposited  in  a  foreign  institution  are  much  harder  to  trace  and  can  be  spent  or 
transferred  back  to  the  United  States  with  less  risk  of  exposure.  The  Department 
of  the  Treasury  and  the  Customs  Service  have  no  way  to  estimate  the  amount  of 
currency  being  smuggled,  although  agency  ofRcials  believe  the  amount  is 
substantia],  potentially  billions  of  dollars  each  year.   (GGD-94-73) 
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I  BANK  INSIDER  ACTIVITIES:  Insider  Problems 
AND  Violations  Indicate  Broader  Management 
Deficiencies 

In  26  percent  of  the  nearly  300  bank  failures  in  1990  and  1991,  insider  prob- 
lems were  cited  as  one  of  the  major  causes.  The  federal  bank  examiners  cited  the 
banks  for  561  insider  violations.  GAO  also  (bund  similar  violations  in  13  open 
banks.  In  both  the  filled  and  open  banks,  GAO  found  a  strong  relationship 
between  insider  violations  and  poor  bank  management.  Bank  examiners  often 
failed  to  adequately  communicate  to  bank  boards  of  direaors  and  management 
the  potential  seriousness  of  problems  and  violations,  allowing  the  problems  to  go 
uncorrected  and  become  more  serious.  (GGD-94-88) 


I  HEALTH  CARE  IN  HAWAII:  Implications  for 
National  Reform 

Testimony  by  the  Associate  Director  for  National  and  Public  Health  Issues, 
Mark  V.  Nadel 

Hawaii  has  led  the  effort  to  achieve  universal  access  to  health  insurance.  Al- 
though its  employer  mandate  to  provide  minimum  health  insurance  benefits  to 
employees  has  helped  Hawaii  achieve  the  highest  level  of  insurance  coverage  of 
any  state,  its  programs  do  not  ensure  coverage  for  everyone.  In  addition, 
Hawaii's  per  capita  health  care  costs  have  increased  at  a  rate  similar  to  the 
national  average.  An  employer  mandate,  by  itself,  will  not  necessarily  result  in 
universal  access  to  health  care.   (T-HEHS-94-123) 


I  MULTIPLE  EMPLOYMENT  TRAINING 
PROGRAMS:  Major  Overhaul  Is  Needed 

Testimony  by  the  Associate  Director  for  Education  and  Employment  Issues. 
Clarence  C.  Crawford 

At  least  154  programs  run  by  14  federal  agencies  provide  about  $25  billion  in 
employment  training  assistance  to  out-of-school  youth  and  adults  to  enhance 
their  skills  or  employment  opportunities.  Although  well-intended,  when  taken 
collectively  these  programs  confuse  and  frustrate  clients  and  administrators, 
hamper  delivery  of  services  to  those  in  need,  and  create  the  potential  for  dupli- 
cate efforts  and  unnecessary  costs.  Consolidation  of  the  programs  is  necessary 
and  should  be  guided  by  four  principles:  simplicity,  tailored  services,  adminis- 
trative efficiency,  and  accountability.  CT-HEHS-94-109) 
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■  OVERHEAD  COSTS:  Unallowable  and 
Questionable  Costs  Charged  by  Government 
Contractors 

Testimony  by  the  Director  of  Acquisition  Policy,  Technolog),  and  Competitivtiuts 
Issues,  David  E.  Cooper 

Despite  aaions  taken  to  address  the  problem  of  unallowable  and  questionable 
"overhead"  costs,  defense  contraaors  continue  to  bill  the  government  for 
millions  of  dollars  each  year  for  expenditures  for  liquor,  personal  use  of  automo- 
biles and  boats,  travel,  and  entertainment.  The  government  needs  to  clarify  its 
regulations  for  selected  types  of  overhead  costs,  explore  innovative  reimburse- 
ment approaches,  and  buy  more  commercial  products  to  move  from  cost-based 
contracting  toward  market-determined  prices.  {T-NSlAD-94-132) 


I  SMALL  BUSINESS  ADMINISTRATION: 
Inadequate  Oversight  of  Capital  Management 
Services,  Inc. — an  SSBIC 

Failure  of  the  Small  Business  Administration  (SBA)  to  recognize  signs  that 
Capital  Management  Services,  Inc.,  a  specialized  small  business  investment 
company  (SSBIC)  in  Little  Rock,  Arkansas,  had  been  operated  improperly  led  to 
an  SBA  loss  of  over  $3  million.  David  Hale  ran  the  company  improperly  by 
making  loans  to  business  associates  and  for  real  esute  purchases,  both  of  which 
violated  SBA  regulations.  He  also  took  advantage  of  flexible  SBA  guidelines  (or 
determining  socially  or  economically  disadvantaged  persons  and  provided  loans 
to  individuals  whose  eligibility  for  the  program  was  questionable.   (OSI-94-23) 


lADDRESSING  THE  DEFICIT:  Budgetary 
Implications  of  Selected  GAO  Work 

Persistently  high  deficit  levels  and  growing  debt  constrain  the  government's 
ability  to  meet  pressing  national  needs  and  to  fmance  investment  that  is  critical 
to  long-term  economic  growth.  Moreover,  unmet  needs  and  new  spending 
claims  will  continue  to  strain  the  federal  budget.  GAO  identified  options  for 
spending  reductions  and  revenue  increases,  ranging  from  the  dairy  price  suppon 
system  to  burden  sharing  in  the  Republic  of  Korea  to  the  collection  of  gasoline 
excise  taxes.   (OCG-94-3) 
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lAMTRAK:  Financial  Condition  Has 
Deteriorated  and  Future  Costs  Make  Recovery 
Difficult 

Testimony  by  the  Director  of  Transportation  Issues,  Kenneth  M.  Mead 

Despite  heavy  reliance  on  federal  subsidies,  Amtrak  may  be  unable  to  pay  all  its 
debts  and  provide  quality  nationwide  service  because  its  financial  condition  has 
continued  to  deteriorate.  Over  the  next  few  years,  Amtrak  will  (ace  difficult  and 
costly  challenges  that  will  make  it  difficult  to  run  a  viable  intercity  network. 
These  range  from  modernizing  its  locomotive  and  passenger  rail  fleet  to  negotiat- 
ing new  operating  agreements  with  the  freight  railroads,  which  own  about 
97  percent  of  the  track  over  which  Amtrak  operates.   (T-RCED-94-1 55) 


■  DRINKING  WATER:  Combination  of  Strategies 
Needed  to  Bring  Program  Costs  in  Line  With 
Resources 

Testimony  by  the  Director  of  Environmental  Protection  Issues,  Peter  F.  Guerrero 

A  combination  of  strategies  is  needed  to  help  states  and  communities  meet  the 
requirements  of  the  Safe  Water  Drinking  Act.  Alternative  and  cost-effective 
compliance  strategies  need  to  be  promoted,  regulatory  changes  that  reduce  cost 
burdens  without  compromising  health  protection  should  be  considered,  addi- 
tional funding  is  needed,  and  activities  to  prevent  contamination  of  drinking 
water  supplies  should  receive  greater  emphasis.   (T-RCED-94-1 52) 
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I  78  Reports  u  Congms 
32  Testimonies 


I  FINANCIAL  MANAGEMENT:  Financial  Control 
AND  System  Weaknesses  Continue  to  Waste  DOD 
Resources  and  Undermine  Operations 

Testimony  by  the  Comptroller  General  of  the  United  States,  Charles  A.  Bowsher 

Significant  shoncomings  with  the  Department  of  Defense's  financial  operations 
persist  in  five  areas,  including  overpayments  to  contractors,  military  payroll, 
unmatched  disbursements,  "M"  accounts,  and  the  Defense  Business  Operations 
Fund.  Although  the  Department's  new  leadership  has  expressed  a  heightened 
interest  in  resolving  these  problems,  the  problems  underscore  the  need  to  expand 
the  requirements  of  the  Chief  Financial  Officers  Act  to  ensure  basic  accountabil- 
ity and  make  available  facts  needed  to  run  the  government  more  efficiendy. 
(T-AIMD/NSIAD-94-154) 


■  FOSTER  CARE:  Parental  Drug  Abuse  Has 
AiARMiNG  Impact  on  Young  Children 

A  comparison  of  young  children  in  foster  care  in  three  states  in  1986  and  1991 
reveals  a  large  increase  in  numbers.  It  also  reveals  an  increasing  number  who 
had  serious  health  problems;  most  of  these  were  prenatally  exposed  to  drugs. 
Both  finleral  and  state  expenditures  have  felt  the  impact  of  the  growth  in  the 
number  of  young  foster  care  children  and  the  decline  in  their  overall  health. 
The  impact  on  the  federal  expenditures  is  compounded  because  a  greater  portion 
of  foster  care  maintenance  expenditures  for  young  children  shifted  to  the  federal 
government  between  1986  and  1991.  (HEHS-94-89) 

Highlights  of  GAG  Reports  and  Testimony  28 


216 


I  BLUE  CROSS  AND  BLUE  SHIELD:  Experiences 
OF  Weak  Plans  Underscore  the  Role  of  Effective 
State  Oversight 

About  one  in  four  subscribers  to  Blue  Cross  and  Blue  Shield  is  covered  by  a  plan 
in  weak  or  very  weak  financial  condition,  the  result  ofeither  plan  mismanage- 
ment or  state  rate-setting  and  coverage  requirements  that  put  some  of  the  plaiu 
at  a  competitive  disadvantage.  Long-term  effects  of  recent  actions  to  remedy 
financially  troubled  plans  are  as  yet  unknown,  and  health  care  reforms  being 
considered  could  further  strain  the  financial  condition  of  health  insurers.  The 
role  of  state  insurance  regulators  in  monitoring  these  plans'  financial  solvency 
will  become  increasingly  important  under  reforms  being  considered. 
(HEHS-94-71) 


■  underfunded  PENSION  PLANS:  Federal 
Government's  Growing  Exposure  Indicates  Need 
FOR  Stronger  Funding  Rules 

Testimony  by  the  Director  of  Income  Security  Issues,  Joseph  f.  Delfico 

Despite  1 987  legislation  intended  to  accelerate  the  full-funding  of  underfunded 
pension  plans,  total  underfunding  in  single-employer  plans  insured  by  the 
Pension  Benefit  Guaranty  Corporation  increased  from  $31  billion  in  1990  to 
over  $30  billion  in  1992.  Although  this  increase  was  due  in  part  to  declining 
interest  rates,  the  trend  is  cause  for  concern.  Only  40  percent  of  the  plan 
sponsors  subject  to  the  law  made  increased  contributions  in  1990  in  addition  to 
the  minimum  funding  contributions  dictated  by  the  Employee  Retirement 
Income  Security  Act  of  1 974.  Moreover,  those  increased  contributions  were  less 
than  3  percent  of  the  underfunding.   (T-HEHS-94-149) 


I  INFANTS  AND  TODDLERS: 
IN  Numbers  Living  in  Poverty 


Dramatic  Increases 


In  the  1980s,  the  number  of  poor  infants  and  toddlers  increased  by  26  percent, 
and  by  1990,  over  45  percent  of  all  infants  and  toddlers  in  some  cities  were 
living  in  poverty.  This  trend  poses  serious  challenges  to  federally  funded  early 
childhood  programs,  which  generally  provide  services  to  a  small  percentage  of 
poor  and  near-poor  infiuits  and  toddlers.  But  in  light  of  the  demonstrated 
benefits  of  some  of  these  programs,  federal  and  state  governments  may  wish  to 
increase  their  efforts  to  serve  infants  and  toddlers.  (HEHS-94-74) 
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I  MILITARY  AIRLIFT:  The  C- 17  Program  Update 
AND  Proposed  Settlement 

Testimony  by  Assistant  Comptroller  General,  National  Security  and  International 
Affairs  Division,  Frank  C.  Conahan 

The  settlement  between  the  Depanment  of  Defense  and  McDonnell  Douglas  on 
the  C-17  transpon  plane  is  not  a  good  deal  for  the  government.  As  pan  of  the 
settlement,  the  Depanment  will  waive  all  future  claims  against  the  contractor, 
accept  reduced  C-17  performance  standards,  and  pay  more  for  fewer  aircraft. 
The  Department  needs  to  determine  immediately  the  minimum  number  of 
C-17s  required  and  pursue  alternative  wide-body  aircraft.   (T-NSlAD-94-166 
andT-NSIAD-94-172) 


I  HEALTH  CARE  QUALITY:  How  Does  the  United 
States  Compare  With  Other  Countries  on  Cancer 
Survival  and  Access  to  Bone  Marrow 
Transplantation? 

Testimony  by  Assistant  Comptroller  General  Program  Evaluation  and  Methodology 
Division,  Eleanor  Chelimsky 

Any  differences  in  the  structure  and  the  financing  of  the  U.S.  and  Canadian 
health  care  systems  do  not  produce  clear  differences  in  survival  rates  for  patients 
suffering  from  Hodgkin's  disease  or  from  breast,  colon,  or  lung  cancer.  Simi- 
larly, the  availability  of  bone  marrow  transplants  used  in  the  treatment  of 
leukemia  does  not  differ  significantly  between  the  United  States  and  nine  other 
industrialized  countries.   (T-PEMD-94-2 1 ) 


|COMMERCL\L  PRACTICES:  Leading-Edge 
Practices  Can  Help  DOD  Better  Manage 
Clothing  and  Textile  Stocks 

At  a  time  when  private  sector  companies  are  cutting  costs  by  minimizing 
inventories,  the  Department  of  Defense  continues  to  store  redundant  levels  of 
clothing  and  textiles.   Much  of  this  inventory  is  old;  for  about  26  percent  of  the 
items,  the  Department  had  10  years  of  supply  on  hand.  The  Depanment 
recently  began  to  increase  its  use  of  innovative  concepts,  but  progress  has  been 
slow.  (NSIAD-94-64) 
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I  CHEMICAL  WEAPONS:  Issues  Involving 
Destruction  Technologies 

Testimony  by  the  Associate  Director  for  Defense  Management  and  NASA  Issues, 
David  R.  Warren 

The  most  feasible  technological  alternatives  to  incinerating  chemical  weapons  are 
only  in  the  earliest  development  stages;  they  are  not  likely  to  be  fiilly  operational 
by  the  December  31,  2004,  deadline  for  the  destruction  of  the  U.S.  chemical 
weapons  stockpile.   Because  these  alternative  technologies  are  in  such  early  stages 
of  development,  cost  estimates  for  them  are  either  nonexistent  or  unreliable  and 
their  performance  cannot  be  compared  with  the  incineration  approach  now 
used.  (T-NSL\D-94-159) 
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81  Reports  to  Congress 
25  Testimonies 


I  EXECUTIVE  GUIDE:   Improving  Mission 
Performance  Through  Strategic  Information 
Management  and  Technology 

Today's  information  systems  offer  the  government  unprecedented  opportunities 
to  provide  high-quality  services  tailored  to  the  public's  changing  needs,  delivered 
more  effectively,  ^ter,  and  at  lower  cost.   Innovative  approaches  to  managing 
information  and  technology  by  private  and  public  sector  organizations  provide 
many  lessons  for  federal  agencies  on  "best  practices'  that  can  enhance  the  use  of 
technology  to  improve  service,  save  money,  and  boost  productivity. 
(AIMD-94-n5) 


I  NUCLEAR  NONPROLIFERATION:  Licensing 
Procedures  for  Dual-Use  Exports  Need 
Strengthening 

Testimony  by  the  Director-in-Charge  of  International  Affiirt  Issues, 
Joseph  E  KeUey 

From  1988  to  1992,  the  U.S.  government  approved  over  1,500  dual-use  nuclear 
licenses  for  organizations  in  8  countries  identified  as  posing  potential  prolifera- 
tion concerns.  Weaknesses  identified  in  the  U.S.  review  process  included 
inadequate  criteria  for  selecting  prelicensing  checks  and  posuhipmenc  verifica- 
tions, ineffective  methods  for  these  inspections,  and  failure  to  verify  government- 
to-govemment  assurances  against  nuclear  end  uses.  (T-NSIAD-94-163) 
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■  HIGHER  EDUCATION:  Grants  Effective  at 
Increasing  Minorities'  Chances  of  Graduating 

Testimony  by  the  Aisociau  Director  for  Education  and  Employment  Issues, 
Cornelia  M.  Blanchette 

As  college  tuition  has  soared  over  the  past  1 5  years,  grant  aid  to  students  has  not 
kept  pace.  Loans  have  accounted  for  an  increasing  proportion  of  student  aid, 
even  though  grant  aid  is  more  likely  to  reduce  the  probability  of  dropping  out 
and  Improve  graduation  rates  for  some  minorities.  The  shift  to  loans  may 
initially  save  federal  fiirtds;  grants,  however,  may  be  more  cost-effective  if  they 
encourage  students  to  finish  their  education  and,  as  a  result,  increase  their 
earning  potential.   {T-HEHS-94-168) 


I  TAX  GAP:  Many  Actions  Taken,  but  a 
Cohesive  Compliance  Strategy  Needed 

The  Internal  Revenue  Service  (IRS)  estimates  that  the  difference  between  what 
corporations  and  individuals  owed  and  what  they  voluntarily  paid  grew  from 
$76  billion  in  1981  to  $127  billion  in  1992.  While  eliminating  the  tax  gap  U 
unlikely,  IRS'  efforts  to  develop  a  compliance  strategy  and  compliance  programs, 
including  its  efforts  to  develop  statistics  to  identify  the  nature  of  noncompliance, 
should  continually  improved.  (GGD-94-123) 


[FINANCIAL  DERIVATIVES:  Actions  Needed  to 
Protect  the  Financial  System 


Gaps  and  weaknesses  in  the  regulation  of,  the  accounting  for,  and  the  manage- 
ment of  derivative  product  aaivities  pose  potential  threats  to  the  stability  of  the 
U.S.  financial  system.   Private  sector  actions  to  better  manage  derivatives  risks,  as 
well  as  additional  federal  oversight  of  major  dealers,  could  help  fill  these  gaps. 
Better  disclosure,  more  complete  accounting  rules,  and  further  cooperation 
among  regulators  to  share  information,  set  appropriate  capital  standards,  and 
provide  comprehensive  examination  of  major  dealers'  activities  would  help 
resolve  the  weaknesses.  (GGD-94-133) 
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ILEAD-BASED  PAINT  POISONING:  Children  in 
Section  8  Tenant-Based  Housing  Are  Not 
Adequately  Protected 

Tests  by  local  health  agencies  showed  that  7  of  the  11  section  8  tenant-based 
residences  selected  for  review  contained  lead-based  paint  hazards.  Although 
federal  regulations  require  public  housing  authorities  to  test  the  paint  in  homes 
of  children  with  elevated  lead  levels  and  to  require  corrective  aaions,  the  four 
public  housing  authorities  responsible  (or  these  residences  did  not  know  whether 
the  testing  was  being  done.   In  addition,  local  health  agencies  did  not  routinely 
determine  whether  the  children  with  elevated  lead  levels  whom  they  had  identi- 
fied resided  in  section  8  housing;  therefore,  they  did  not  notify  the  responsible 
housing  authorities  of  the  children's  condition  or  of  the  testing  that  had  been 
performed.   (RCED-94-137) 


I  RICE  PROGRAM: 
Be  Reassessed 


Government  Support  Needs  to 


Reforms  in  the  rice  program  have  not  reduced  overall  government  costs 
since  the  early  1980s.   Instead,  government  costs  have  remained  high  and 
producers'  dependency  on  the  program  has  increased.  Given  current 
conditions  for  the  rice  industry,  this  situation  is  not  likely  to  improve  over  the 
foreseeable  future.   With  the  upcoming  reauthorization  of  the  farm  bill.  Con- 
gress may  want  to  consider  options  that  would  help  the  rice  industry  rely  more 
on  the  marketplace  than  on  the  government  for  its  income.   (RCED-94-88) 


I  MULTILATERAL  ASSISTANCE:  Accountability 
FOR  U.S.  Contributions  to  the  World  Food 
Program 

Testimony  by  the  Director  of  International  Affairs  Issues,  Harold].  Johnson 

Intended  as  food  relief  for  countries  such  as  Ethiopia,  Pakistan,  and  Afghanistan, 
millions  of  dollars  of  U.S.  commodities  donated  through  the  Agency  for  Interna- 
tional Development  (AID)  to  the  United  Nations  World  Food  Program  have 
been  lost,  stolen,  or  mishandled  due  to  lax  accountability  and  internal  controls. 
The  program  is  exempt  from  accountability  requirements  that  AID  places  on 
other  program  sponsors,  and  AID  did  not  follow  its  own  regulations  governing 
its  relationship  with  the  program.   (T-NSIAD-94-174) 
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84  Reports  to  Congress 
22   Testimonies 


I  FINANCIAL  MANAGEMENT:  CFO  Act  Is 
Achieving  Meaningful  Progress 

Testimony  by  the  Comptroller  General  of  the  United  States,  Charles  A.  Bowsher 

The  Chief  Financial  Officers  (CFO)  Act  of  1990,  which  requires  annual  finan- 
cial reports  at  selected  federal  agencies,  has  helped  identify  management  ineffi- 
ciencies and  weaknesses,  expose  gaps  in  how  government  assets  are  safeguarded, 
uncover  possible  illegal  activity,  and  identify  actual  and  potential  savings  totaling 
hundreds  of  millions  of  dollars.   Because  the  act's  provisions  are  so  relevant  to 
improving  government  operations,  GAO  strongly  suppons  expanding  its 
requirements  to  the  23  major  agencies  and  the  government  as  a  whole. 
(T-AIMD-94-149) 


I  SINGLE  AUDIT:  Refinements  Can  Improve 
Usefulness 

The  single  audit  process,  formalized  in  1984  legislation,  has  strengthened  state 
and  local  governments'  financial  management  practices,  thereby  enhancing  the 
accountability  for  federal  financial  assistance  provided  to  these  entities.  But 
several  issues  limit  the  usefulness  of  single  audit  reports.  For  example,  criteria 
for  selecting  entities  for  single  audits  and  programs  that  must  be  tested  need  to 
be  changed,  and  access  to  single  audit  reports  by  oversight  officials  and  program 
managers  needs  to  be  improved.   (AIMD-94-133) 
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I SUPERFUND:  Reauthorization  and  Risk 
Prioritization  Issues 

Testimony  by  Assistant  Comptroller  General,  Resources,  Community,  and  Economic 
Development  Division,  Keith  O.  Fultz 

The  pending  legislation  to  reauthorize  the  Superfiind  provides  significant 
improvements  over  existing  law.   It  contains  provisions  to  improve  the  pace  and 
the  consistency  of  cleanups,  involve  the  public  earlier  and  to  a  greater  extent,  and 
reduce  transaction  costs.  Additional  opportunities  exist,  however,  to  use  tax 
dollars  more  efficiently.   For  example.  Congress  should  amend  the  legislation  to 
enhance  cost-recovery  efforts  and  to  emphasize  ranking  hazardous  waste  sites  so 
that  resources  are  targeted  to  the  worst  sites  first.   (T-RCED-94-250) 


I  WORKPLACE  REGULATION:   Information  on 
Selected  Employer  and  Union  Experiences 

Although  the  various  employers  and  union  representatives  interviewed  generally 
supported  the  need  for  workplace  regulations,  they  expressed  concern  with  the 
overall  regulatory  process  and  with  whether  the  regulatory  goals  were  being 
achieved.  Those  interviewed  called  for  a  change  in  approach  by  the  responsible 
government  agencies  to  one  of  service  orientation,  which  would  provide  im- 
proved access  and  educational  assistance  to  employers,  workers,  and  unions  and 
permit  more  input  into  standard-sening  and  enforcement  eflbrts. 
(HEHS-94-138.  Volumes  I  and  II) 


I  HEALTH  REFORM:  Purchasing  Cooperatives 
Have  an  Increasing  Role  in  Providing  Access  to 
Insurance 

Teitimorty  by  the  Associate  Director  for  National  and  Public  Health  Issues, 
Mark  V.  Nadel 


Pooled  purchasing  by  large  numbers  of  small  organizations,  which  band  together 
to  reduce  their  administrative  expenses,  consolidate  their  insurance  risk,  and 
increase  their  clout  to  get  a  better  deal,  is  becoming  increasingly  accepted,  and 
criticism  of  the  cooperatives  as  too  regulatory  and  too  bureaucratic  has  been 
overstated.   If  cooperatives  become  a  national  vehicle  for  expanding  insurance 
coverage,  however.  Congress  may  want  to  give  greater  attention  to  the  selection, 
the  composition,  and  the  accountability  of  cooperative  governing  boards. 
(T-HEHS-94-196) 
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I  AMERICANS  WITH  DISABILITIES  ACT:  Effects 
OF  THE  Law  on  Access  to  Goods  and  Services 

Both  accessibility  for  persons  with  disabilities  and  owners'  and  managers' 
awareness  about  the  act  increased  from  January  1 992  to  April  1 993.   Enough 
areas  of  concern  remain,  however,  to  suggest  a  need  for  continuing  educational 
outreach  and  technical  assistance  to  business  and  government  agencies  covered 
by  the  act,  as  well  as  continued  monitoring  by  Congress.   For  example,  half  of 
the  nearly  600  businesses  and  government  facilities  visited  by  GAO  had  failed  to 
remove  architectural  barriers  or  develop  plans  to  do  so.   (PEMD-94-14) 


I  TAX  POLICY:  Tax  Expenditures  Deserve  More 
Scrutiny 

As  the  federal  government  increasingly  feces  hard  choices  to  reduce  the  deficit 
and  use  resources  wisely,  all  federal  expenditures  and  subsidies  should  be  care- 
fully considered.  But  tax  expenditures — revenues  forgone  through  preferential 
provisions  in  the  tax  code,  such  as  deductions,  exemptions,  and  credits — are  not 
systematically  considered  in  the  budget  process;  trade-offs  between  tax  expendi- 
tures and  federal  programs  and  mandates  are  not  explicitly  considered. 
(GGD/AIMD-94-122) 


I  INTERSTATE  COMMERCE  COMMISSION: 
Transferring  ICC's  Rail  Regulatory  Responsibilities 
May  Not  Achieve  Desired  Effects 

Testimony  by  the  Director  of  Transportation  Issues,  Kenneth  M.  Mead 

ICC  continues  to  perform  several  rail  functions  that  remain  necessary  as  long  as 
there  are  shippers  that  have  access  only  to  railroads  to  carry  their  goods  and 
market-dominant  railroads.  Although  these  functions  could  be  transferred  to  the 
Department  of  Transportation  or  the  Department  of  Justice,  it  is  not  clear 
whether  the  benefits  would  be  significant,  and  the  potential  exists  for  the  loss  of 
independence  in  the  decision-making  process.  Moreover,  there  is  more  potential 
for  budgetary  savings  in  the  motor  carrier  area.   (T-RCED-94-222) 
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■  NUCLEAR  REGULATION:  Action  Needed  to 
Control  Radioactive  Contamination  at  Sewage 
Treatment  Plants 

Testimoty  by  the  Associatt  Director  for  Energf  and  Science  Issues,  Jim  Wells 

Even  though  at  least  nine  cases  of  radioactive  contamination  have  been  discov- 
ered at  sewage  treatment  plants  over  the  last  10  years,  the  Nuclear  Regulatory 
Commission  (NRC)  has  been  slow  to  determine  the  extent  of  the  problem 
nationwide  and  its  potential  impact  on  the  health  and  the  safety  of  treatment 
plant  workers  and  the  public.  Although  the  NRC  believes  that  no  imminent 
health  risk  exists,  both  the  NRC  and  the  Environmental  Proteaion  Agency 
agree  that  further  study  is  needed.  (T-RCED-94-247) 
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I  66  Report!  to  Congress 
15  Testimonies 


IVACCINES  FOR  CHILDREN:  Major 
Implementation  Hurdles  Remain 

Testimony  by  the  Director  of  Program  Evaluation  in  Physical  Systems  Areas, 
Kwai-Cheung  Chan 

Plans  to  implement  the  Vaccines  for  Children  program  by  October  1,  1994,  as 
required  by  law,  are  behind  schedule.  The  Centers  for  Disease  Control  timeline 
is  very  ambitious,  and  several  tasks  integral  to  fully  implementing  the  program 
are  experiencing  delays,  including  awarding  contracts  to  vaccine  manufiicturers, 
developing  plans  for  provider  enrollment,  and  designing  a  vaccine  distribution 
service  to  ensure  that  the  vaccine  will  not  lose  potency  during  shipment. 
(T-PEMD-94-29) 


[BUDGET  POLICY:  Issues  in  Capping  Mandatory 
Spending 

A  spending  cap  on  mandatory  programs  would  achieve  savings.   Such  a  cap, 
however,  is  unlikely  to  afFect  longer  term  growth  trends  in  these  programs  until 
issues  that  drive  spending  on  them  are  addressed.  Mandatory  program  spending 
is  driven  not  by  appropriations,  but  by  eligibility  and  beneHt  formulas  that  a 
sequester  may  not  change.   (AIMD-94-1 55) 
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I  FINANCIAL  AUDITS:  CFO  Implementation  at 
IRS  AND  Customs 

Testimony  by  Assistant  Comptroller  General,  Accounting  and  Information 
Management  Division,  Gene  L.  Dodaro 

For  fiscal  year  1993.  GAO  was  again  unable  to  express  opinions  on  the  Internal 
Revenue  Service's  and  the  Customs  Service's  financial  statements  because  of 
significant  unresolved  financial  management  problems.  But  improvements  in 
financial  management  operations  are  being  made  at  these  agencies  as  a  result  of 
the  Chief  Financial  Officers  Act.  This  progress  has  been  achieved  largely 
because  both  agencies  are  committed  to  developing  reliable  financial  informa- 
tion.  (T-AIMD-94-I64) 


I  THE  GENERAL  AGREEMENT  ON  TARIFFS 
AND  TRADE:  Uruguay  Round  Final  Act  Should 
Produce  Overall  U.S.  Economic  Gains 

The  Uruguay  Round  Final  Act  resulting  from  the  negotiations  of  the  General 
Agreement  on  Tariffs  and  Trade  (GATT)  generally  achieved  the  objectives 
established  by  Congress  to  benefit  U.S.  trading  Interests.  If  approved,  it  would 
reduce  tariff  and  nontariff  barriers  to  ftirther  open  markets,  create  stronger 
dispute  settlement  procedures,  and  strengthen  GATT  as  an  institution.   More- 
over, it  would  increase  international  trade  and  U.S.  national  income,  although 
some  seaors  of  the  U.S.  economy  would  suffer  from  increased  foreign  competi- 
tion.  (GGD-94-83a  and  GGD-94-83b) 


I  FEDERAL  JUDICIAL  SECURITY:  Comprehensive 
Risk-Based  Program  Should  Be  Fully  Implemented 

The  environment  in  which  the  federal  judiciary  operates  is  becoming 
increasingly  more  dangerous.  Key  aspects  of  a  comprehensive  on-site  judicial 
security  program  recommended  In  1982,  however,  are  not  In  place,  and  off-tlte 
security  issues,  which  are  a  greater  concern  to  most  judges,  have  not  been 
addressed.  (GGD-94-112) 
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I  FUTURE  YEARS  DEFENSE  PROGRAM: 

Optimistic  Estimates  Lead  to  Billions  in 
overprogramming 


By  overestimating  savings  and  understating  costs,  the  Department  of  Defense 
has  included  in  its  Future  Years  Defense  Program  for  fiscal  years  1995-99  more 
programs  than  spending  plans  can  support.  This  overprogramming,  which 
could  exceed  $150  billion,  is  not  unprecedented.  Since  1984,  GAO  has  consis- 
tendy  disclosed  that  the  Department  employs  a  systematic  bias  toward  overly 
optimistic  planning  assumptions,  the  use  of  which  has  led  to  program  instability, 
costly  program  stretch-outs,  and  program  terminations.   (NSIAD-94-210) 


I  FEDERAL  LANDS:  Fees  for  Communications 
Sites  Are  Below  Fair  Market  Value 

Testimony  by  the  Associate  Director  for  Natural  Resources  Management  Issues, 
John  H.  Anderson,  Jr. 

Fees  being  charged  for  the  communications  sites  on  federal  lands,  managed  by 
the  U.S.  Forest  Service  and  the  Bureau  of  Land  Management,  are  in  most 
instances  significantly  below  fair  market  value.  Charging  fees  that  reflect  fair 
market  value  would  increase  federal  revenues  by  over  500  percent,  from  about 
$4  million  to  $23  million  a  year.  In  addition,  the  current  low  federal  fees  may 
be  depressing  the  market  value  of  state  communications  sites  and  reducing  the 
fiinds  that  states  and  counties  receive  from  sharing  in  the  revenues  generated  by 
die  national  forests.  (T-RCED-94-262) 


I  FINANCL\L  STATUS:  District  of  Columbia 
Finances 

Testimony  by  the  Director  of  Audit  Support  and  Analysis,  John  W.  Hill.  Jr. 

The  District  of  Columbia  faces  unresolved  long-term  financial  issues  and 
continual  short-term  financial  crises.   Unless  it  can  implement  policy  changes,  it 
may  be  forced  to  borrow  from  the  U.S.  Treasury.  A  contributing  faaor  is  that 
past  budgets  have  been  optimistic,  overestimating  revenues  and  underestimating 
expenses.   (T-AIMD-94-158) 
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I  FEDERALLY  ASSISTED  HOUSING:   Condition 
OF  Some  Properties  Receiving  Section  8  Project- 
Based  Assistance  Is  Below  Housing  Quality 
Standards 

Testimony  by  the  Director  of  Housing  and  Community  Development  Issues, 
Judy  A.  England-Joseph 

Conditions  in  some  section  8  project-based  assisted  housing  clearly  violated  the 
Department  of  Housing  and  Urban  Development's  (HUD)  housing  quality 
standards.  In  the  distressed  properties,  families  lived  in  units  with  exposed 
electrical  wiring,  holes  in  walls  and  ceilings,  inoperative  smoke  detectors,  and 
roach  and  rodent  infestation.   Although  HUD  has  various  t(x>ls  to  ensure 
owners  maintain  assisted  properties,  it  has  used  these  tools  sparingly  and  incon- 
sistently.  (T-RCED-94-273) 


I  SPACE  STATION:  Update  on  the  Impact  of  the 
Expanded  Russian  Role 

Contrary  to  claims  that  Russian  participation  in  the  National  Aeronautics  and 
Space  Administration's  (NASA)  proposed  international  space  station  would  save 
$2  billion,  GAO's  analysis  shows  that  Russian  involvement  would  increase  space 
station  funding  requirements  by  $400  million  due  to  lower-than-anticipated 
Russian  contributions  of  hardware.   Russian  participation  would  also  increase 
funding  requirements  for  other  NASA  programs  that  support  the  space  station 
by  at  least  an  estimated  $1 .4  billion.   (NSIAD-94-248) 


I  RURAL  DEVELOPMENT:  Patchwork  of  Federal 
Programs  Needs  to  Be  Reappraised 

The  current  federal  approach  to  providing  assistance  through  33  federal  eco- 
nomic development  programs  is  generally  inefficient  in  helping  rural  areas  adjust 
to  changing  economic  conditions.  Therefore,  Congress  may  wish  to  make  short- 
term  changes  in  the  way  assistance  is  delivered  and  develop  and  implement  a 
more  comprehensive  and  cohesive  federal  strategy  that  would,  over  the  long 
term,  substantially  change  the  current  approach.   (RCED-94-165) 


Htchlights  of  gag  Reports  and  Testimony 


230 


I  FINANCIAL  MANAGEMENT:  Status  of  CFO  Act 
Implementation  at  the  Department  of  the  Treasury 

Testimony  by  the  Director  of  Civil  Audits.  Gregory  M.  HoUoway 

In  implementing  the  Chief  Financial  Officers  Act,  the  Department  of  the 
Treasury  has  acknowledged  the  serious  and  long-standing  problems  with  the 
financial  management  systems  and  related  internal  controls  at  several  of 
Treasury's  bureaus.   Because  the  activities  of  the  bureaus  have  a  tremendous 
impact  on  federal  government  operations,  Treasury  must  continue  to  enhance 
the  effectiveness  of  its  chief  financial  officer  structure  at  both  the  department  and 
the  bureau  level,  invest  in  training  for  its  financial  management  personnel,  and 
correct  the  serious  problems  identified.  (T-AIMD-94-I57) 
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77  Reports  to  Congress 
6  Testimonies 


I  HEALTH  INSURANCE  FOR  THE  ELDERLY: 
Owning  Duplicate  Policies  Is  Costly  and 
Unnecessary 

An  estimated  3  million  elderly  Medicare  beneficiaries  owned  multiple  supple- 
mental health  insurance  policies  and  paid  about  $1.8  billion  in  1991  for 
policies  that  probably  involved  duplicate  coverage.  Many  had  supplemental 
coverage  through  employer-sponsored  plans,  and  the  192  plans  reviewed  usually 
provided  comprehensive  coverage.  About  500,000  other  Medicare  beneficiaries, 
who  were  also  eligible  for  Medicaid  because  of  limited  incomes,  spent  about 
$190  million  on  unnecessary  supplemental  insurance.   (HEHS-94-185) 


■  MEDICAID:  States  Use  Illusory  Approaches  to 
Shift  Program  Costs  to  Federal  Government 

States  are  using  misleading  financial  arrangements  to  maximize  federal  Medicaid 
contributions  to  their  health  care  providers.  Such  transactions  enabled  three 
states  reviewed  by  GAO  to  obtain  about  $800  million  in  federal  funds  without 
committing  their  share  of  matching  funds,  thereby  eflfixtively  increasing  the 
fi^Jeral  share  of  Medicaid  expenditures.  Congress  should  act  to  cuitail  such 
arrangements  including  prohibiting  Medicaid  payments  that  exceed  costs  to  any 
gQvernment-owned  facility.  (HEHS-94-133) 
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I  DRUG  CONTROL:  Interdiction  Efforts  in 
Central  America  Have  Had  Little  Impact  on  the 
Flow  of  Drugs 


The  supply  of  drugs  entering  the  United  States  through  Central  America 
remains  virtually  uninterrupted  despite  years  of  U.S.  drug  interdiction  efforts. 
Drug  traffickers  have  adjusted  their  modes  of  operation  to  evade  U.S.  air 
interdiction  efforts  and  are  increasingly  using  sea  and  land  transportation  to 
move  drugs  through  Central  America  to  the  United  States.  Centra]  American 
nations  have  neither  the  resources  nor  the  institutional  capability  to  address  the 
new  drug-trafficking  modes  and  depend  heavily  on  U.S.  assistance.  Various 
U.S.  government  agencies  are  working  with  some  of  the  countries  on  a  number 
of  small-scale  projeas,  but  the  outcome  of  these  efforts  is  uncertain. 
(NSIAD-94-233) 


lOPERATION  DESERT  STORM:  Potential  for 
Reproductive  Dysfunction  Is  Not  Being 
Adequately  Monitored 

Testimony  by  the  Director  of  Program  Evaluation  in  Physical  Systems  Areas, 
Kwai-Cheung  Chan 

Since  returning  from  the  Persian  Gulf,  many  veterans  have  complained  of 
various  health  problems,  including  reproductive  problems.  It  is  now  known  that 
U.S.  troops  were  exposed  to  a  wide  variety  of  potentially  hazardous  substances 
before,  during,  and  after  the  war.  But  studies  of  reproductive  dysfunction 
among  returning  troops  by  the  military  and  others  have  been  incomplete  and 
poorly  designed.  As  a  result,  questions  remain  about  the  extent  of  exposure  to 
reproductive  toxicants  and  the  range  of  problems  among  U.S.  military 
personnel.  (T-PEMD-94-31) 
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September 
1994 


I  76  Reports  to  Congress 
16   Testimonies 


I  VETERANS' HEALTH  CARE:  Implications  of 
Other  Countries'  Reforms  for  the  United  States 

Although  significant  differences  exist  in  veterans'  health  benefits  in  the  United 
States,  Australia,  Canada,  Finland,  and  the  United  Kingdom,  the  evolution  of 
the  latter  four  countries'  veterans'  health  care  systems  provides  useful  insights  for 
the  United  States:   maintaining  a  direct  delivery  system  is  not  the  only  option  for 
preserving  or  expanding  veterans'  health  benefits,  and  increasing  freedom  to 
choose  between  Department  of  Veterans  Affairs  (VA)  and  non-VA  providers  will 
likely  result  in  significant  declines  in  demand  for  care  in  veterans  facilities. 
(HEHS-94-210BR) 


I  U.S.  POSTAL  SERVICE:  Labor-Management 
Problems  Persist  on  the  Workroom  Floor 

Long-standing  labor-management  problems  in  the  Postal  Service  have 
contributed  to  a  poor  quality  of  work  life  for  postal  employees  and  higher  mail- 
processing  and  delivery  costs.  GAO  attributes  these  problems  to  an  autocratic 
management  style,  adversarial  employee  and  union  attitudes,  and  performance 
management  systems  that  do  not  reward  work  groups  for  teamwork  or 
differentiate  between  good  workers  and  poor  ones.   (GGD-94-201A  and 
GGD-94-201B) 
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I  TAX  ADMINISTRATION:  Compliance  Measures 
AND  Audits  of  Large  Corporations  Need 
Improvement 

Due  to  the  complexity  of  the  tax  law  and  the  conflicting  incentives  that  Internal 
Revenue  Service  (IRS)  employees  face  in  administering  the  law,  it  is  impossible 
to  determine  the  proper  amount  of  tax  that  should  be  collected  from  the  nation's 
1,700  largest  corporations  through  the  Coordinated  Examination  Program 
(CEP).   Historically,  IRS  has  collected  22  percent  of  the  additional  taxes  recom- 
mended in  CEP  audits.  Although  it  is  impossible  to  know  what  the  proper 
amount  should  be,  it  is  reasonable  to  assume  that  collecting  22  cents  per  dollar 
leaves  room  for  improvement  either  in  the  audit  recommendation  process  or  in 
the  appeals  process  or  both.   (GGD-94-70) 


I  SOCIAL  SECURITY:  Rapid  Rise  in  Children  on 
SSI  Disability  Rolls  Follows  New  Regulations 

The  number  of  children  receiving  Supplemental  Security  Income  disability 
benefits  more  than  doubled  fi-om  about  297,000  in  1989  to  about  771,000  in 
1993.   Increases  in  the  number  of  awards  for  mental  impairments  accounted  for 
more  than  two-thirds  of  the  growth  in  awards.  The  dramatic  growth  in  these 
awards  was  thought  to  be  attributed  to  requirements  imposed  by  the  1990 
Sullivan  v.  Zebley  Supreme  Court  decision.  GAO  found,  however,  that  about 
70  percent  of  these  awards  went  to  children  whose  impairments  were  severe 
enough  to  qualify  on  the  basis  of  medical  standards  alone,  without  the  need  for 
an  additional  functional  assessment  that  was  mandated  by  the  Supreme  Court. 
(HEHS-94-225) 


I  SECURITIES  MARKETS:  Actions  Needed  to 
Better  Protect  Investors  Against  Unscrupulous 
Brokers 

Testimony  by  the  Director  of  Financial  Institutions  and  Markets  Issues, 
James  L.  Bothwell 

Securities  brokers  who  have  breached  sales  practice  rules  or  have  histories  of 
repeated  sales  practice  violations  can  harm  investors  financially  and  erode  public 
confidence  in  the  securities  market.  Although  the  exaa  number  of  such  unscru- 
pulous, or  rogue,  brokers  is  unknown,  of  almost  470,000  active  brokers,  about 
10,000  had  at  least  1  formal  disciplinary  action  taken  against  them  for  various 
violations.  To  better  protect  investors  from  these  brokers,  surveillance,  detec- 
tion, and  disciplinary  practices  need  to  be  strengthened.   (T-GGD-94-190) 
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■  HUMAN  EXPERIMENTATION:  An  Overview  on 
Cold  War  Era  Programs 

Testimony  by  Assistant  ComptroUer  GmeraL  National  Security  and  International 
Affairs  Division,  Frank  C,  Conahan 

During  World  War  II  and  the  Cold  War.  hundreds  of  thousands  of  human  test 
subjeas  were  used  in  radiological,  chemical,  and  biological  research  conducted 
by  U.S.  national  security  agencies.  Some  people  suffered  immediately,  but  in 
other  cases,  adverse  health  problems  were  not  discovered  until  20  to  30  years 
later.   For  these  people  to  pursue  claims  against  the  government  has  proven 
difficult  because  they  cannot  prove  that  they  participated  in  the  experiments  or 
that  their  injuries  or  other  health  effects  resulted  from  the  testing. 
(T-NSIAD-94-266) 


I B-2  BOMBER:  Cost  to  Complete  20  Aircraft 
Is  Uncertain 


The  cost  to  complete  20  B-2  aircraft  is  uncertain  because  significant  develop- 
ment, testing,  production,  and  modification  efforts  remain.  Although  the  Air 
Force  believes  the  program  can  be  completed  within  the  total  program  cost 
limitation  of  $44.7  billion  imposed  by  Congress,  it  has  not  documented  its 
analysis,  assumptions,  or  rationale  for  the  estimate.   GAO  believes  that  major 
uncertainties  surround  completion  of  the  program  within  the  cost  limitation,  in 
part  because  about  60  percent  of  the  planned  flight  test  houn  have  not  been 
completed  and  testing  to  date  has  identified  problems  that  have  not  been 
corrected.   (NSIAD-94-217) 


1 1995  BUDGET:  Potential  Reductions  to  the 
Operation  and  Maintenance  Programs 

The  fiscal  year  1995  budget  request  for  Department  of  Defense  Operation  and 
Maintenance  programs  could  be  reduced  by  $4.5  billion.  The  largest  potential 
reductions,  each  for  over  $500  million,  are  associated  with  better  management  of 
spare  and  repair  parts  inventories,  frjnds  requested  for  training  that  are  not  used 
for  training  purposes,  overstated  civilian  personnel  requirements,  and  excessive 
unobligated  balances  from  prior  years'  appropriations.  Another  potential 
reduction  of  about  $470  million  is  associated  with  improved  maintenance 
practices  that  the  services  could  adopt.   (NSIAD-94-246BR) 
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IHEALTH  CARE  REFORM:  "Report  Cards" 
Are  Useful  but  Significant  Issues  Need 
TO  Be  Addressed 

Report  cards  can  be  a  lueful  tool  to  educate  potential  health  care  plan  subscrib- 
ers. Most  experts  believe  that  publishing  cost  and  quality  indicators  and  other 
information  comparing  performance  of  competing  plans  is  a  means  of  preserving 
the  quality  while  lowering  the  cost  of  health  care.  The  experts  disagree,  how- 
ever, about  the  type  and  the  amount  of  informarion  to  be  published  because  the 
data  sources  and  indicators  may  not  be  reliable  or  valid  and  may  not  reflect  the 
needs  of  some  users.   (HEHS-94-219) 


I  INFORMATION  SUPERHIGHWAY:  Issues 
Affecting  Development 


Competition  in  the  long-distance  telephone  market  has  led  to  large  investments 
in  the  long-distance  infrastructure,  which  have  provided  the  capacity  likely  to 
support  the  interstate  portion  of  the  information  superhighway.  Similar  in- 
creases in  the  local  infrastructure's  capacity  are  needed  to  allow  the  services  to 
reach  homes,  businesses,  and  schools  but  are  expected  to  be  more  costly.  Some 
upgrades  have  occurred  through  technological  advances  and  emerging  competi- 
tion at  the  local  level.  Although  Congress  is  considering  legislation  that  would 
increase  competition,  which  would  accelerate  investment  in  the  local  Infrastruc- 
ture, much  of  the  debate  has  focused  on  how  to  protect  consumers  from 
anticompetitive  behavior  if  it  occurs  during  the  transition  to  increased  competi- 
tion.  (RCED-94-285) 


I  FOOD  SAFETY:  Fundamental  Changes  Needed  to 
Improve  Monitoring  of  Unsafe  Chemicals  in  Food 

Testimony  by  the  Director  of  Food  and  Agriculture  Issues,  John  W.  Harmin 

As  continually  reported  for  over  20  years,  the  federal  system  designed  to  ensure 
that  food  is  free  from  unsafe  levels  of  chemicals  needs  significant  improvement. 
Suggestions  include  enacting  a  uniform  set  of  fr>od  safety  laws,  revising  the 
nature  of  the  government's  role  for  ensuring  food  safety  by  moving  away  from 
end-product  testing  to  preventing  contamination  from  occurring,  and  consider- 
ing the  feasibility  of  requiring  that  all  food  eligible  for  import  to  the  United 
States  be  produced  under  equivalent  food  safety  systems.   (T-RCED-94-3  1 1 ) 
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Overview  of 
Operations  and 

Financial 
Management 


This 


overview  includes 


I  a  description  of  GAO  and  its  mission, 

la  status  report  on  some  recent  investments  in  productivity, 

la  discussion  of  GAO's  performance  information, 

I  a  review  of  quality  control  efforts  and  GAO's  external  Audit  Advisory 

Committee, 
la  commentary  on  GAO's  financial  resources  and  results  of  operation*, 
I  management's  assessment  of  internal  controls,  and 
la  description  of  the  scope  of  the  audit  of  GAO's  1994  principal 

statements. 

Immediately  following  the  overview  are  GAO's  principal  statements  for  fiscal  yean 
1994  and  1993,  GAO's  Audit  Advisory  Committee's  repon,  and  the  independent 
auditors'  report. 


GAO  AND  Its  Mission 

GAO  assists  Congress  in  its  legislative  oversight  of  the  executive  branch.   Its 
mission  is  to  encourage  honest,  efficient  management  and  fiill  accountability 
throughout  the  government.  GAO  accomplishes  that  mission  and  serves  the  public 
interest  by  providing  Congress,  other  policymakers,  and  the  public  with  accurate 
information,  unbiased  analyses,  and  objective  recommendations  on  the  use  of  public 
resources. 

A  commitment  to  quality  is  the  single  most  important  principle  governing  our 
work.  GAO  also  highly  values  its  people  and  the  diversity  and  skills  they  bring  to 
serve  Congress  and  the  public.  GAO  staff  concentrate  on  specific  issues  that  enable 
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them  to  become  highly  knowledgeable  about  the  agencies  and  programs  they  audit. 
By  maintaining  expenise  in  key  areas  of  interest,  GAO  can  respond  quickly  and 
comprehensively  to  requests  from  Congress. 

About  77  percent  of  GAO's  work  during  fiscal  year  1994  was  done  at  the  specific 
request  of  Congress.  GAO  is  required  to  do  work  requested  by  committee  chairmen; 
as  a  matter  of  policy,  GAO  assigns  equal  status  to  requests  from  ranking  minority 
members.  To  the  extent  possible,  GAO  also  responds  to  requests  from  individual 
members.  Finally,  GAO  undenakes  assignments  independently  in  accordance  with 
its  basic  legislative  responsibilities. 

GAO's  work  is  managed  through  six  divisions.  The  issues  examined  by  GAO  span 
the  breadth  of  national  concerns,  including  health  care  costs,  national  security, 
energy,  the  safety  and  soundness  of  financial  institutions,  protection  of  the  environ- 
ment, education,  the  space  program,  transportation,  tax  administration,  income 
security,  disaster  assistance,  financial  management  and  accountability,  and  many 
others. 

While  audits  and  evaluations  are  the  most  visible  aspeas  of  GAO's  work  and  absorb 
the  largest  share  of  its  resources,  GAO  has  other  important  (unctions  as  well.  GAO 
prescribes  accounting  standards  for  the  entire  federal  government  in  conjunaion 
with  the  Office  of  Management  and  Budget  (OMB)  and  the  Department  of  the 
Treasury,  evaluates  accounting  systems  and  controls  used  by  executive  agencies,  and 
issues  generally  accepted  auditing  standards  for  all  levels  of  government  and  for 
independent  public  accountants  that  audit  government  entities.  GAO  also  settles 
claims  against  the  federal  government  when  a  settlement  made  by  an  executive 
agency  is  appealed.   Finally,  GAO  issues  legal  decisions  on  matters  involving  govern- 
ment revenues  and  expenditures,  such  as  protests  against  the  award  of  federal  govern- 
ment contracts. 


Downsizing  and  Consolidation  of  GAO  Operations 

GAO  understands  the  financial  crisis  our  nation  faces  and  has  been  doing  its  part  to 
help  the  legislative  branch  reduce  its  size  and  control  its  costs.   In  fiscal  year  1992, 
GAO  implemented  a  plan,  in  close  cooperation  with  its  appropriations  committees, 
to  reduce  the  size  of  GAO.   By  the  end  of  fiscal  year  1994,  GAO  had  already 
reduced  its  size  by  over  10  percent  and  is  now  at  its  lowest  stalF level  since  1970. 

To  manage  this  downsizing  effectively,  GAO  imposed  a  hiring  freeze  in  fiscal  year 
1992.  GAO  also  sought  and  obtained  the  authority  to  offer  separation  incentive 
payments  to  staff  that  volunteered  to  retire  from  or  leave  GAO  from  October  1 
through  December  31,  1 993.  Over  400  staff  members  took  advantage  of  this 
incentive  plan  and  were  paid  $13.5  million.   Using  this  systematic  approach,  GAO 
has  reduced  Its  size  and  at  the  same  time  avoided  major  disruptions  to  its  operations. 
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GAO  has  also  reduced  its  field  structure.  When  Congress  directed  GAO  to  review 
its  field  structure  in  1994,  GAO  established  an  executive  level  steering  committee  to 
determine  where  GAO  should  locate  its  field  staff  to  do  fiiture  work.  After  review- 
ing information  developed  by  the  committee,  GAO  decided  to  close  or  consolidate 
the  Following  field  offices: 

I  The  Boston  and  New  York  offices  were  consolidated  into  a  single  Northeast 

Region  in  May  1994. 
I  The  Philadelphia  and  Albany  offices  were  closed  in  August  1 994. 
IThe  Indianapolis  office  is  scheduled  to  close  in  December  1994. 
I  The  San  Antonio,  Oklahoma  City,  Albuquerque,  and  Honolulu  offices  are 

scheduled  to  close  by  mid- 1995. 
IThe  Cincinnati  office  is  scheduled  to  close  by  mid-1996,  with  its  Dayton  suboffice 

remaining  open. 

After  completing  these  actions,  GAO  will  have  closed  20  of  the  40  field  offices  it 
had  in  the  early  1980s. 


Investments  to  Improve  Productivity 

In  addition  to  its  plans  to  fiirther  streamline  its  organizational  structure,  GAO 
continued  to  emphasize  improvement  of  its  operations.  GAO  increased  staff 
effectiveness  and  organizational  efficiency  in  the  following  ways: 

I  Expanded  a  local  area  network  pilot,  both  in  headquarters  and  in  the  field,  and 
began  testing  ways  to  use  the  network  to  streamline  basic  work  processes,  enhance 
capabilities,  and  improve  overall  productivity  and  efficiency  in  auditing  and 
evaluating  agencies'  programs. 

I  Implemented  a  modern  telecommunications  system  that  includes  voice  messaging 
and  videoconferencing  capabilities  to  reduce  travel  costs  and  the  time  it  takes  to  do 
GAO's  work. 

I  Focused  more  intensively  on  improving  work  processes  through  a  quality  manage- 
ment program  to  identify  more  efficient  ways  to  better  serve  GAO's  customers. 

■  Changed  GAO's  travel  advance  system,  reducing  outstanding  advances  by 
53  percent,  and  initiated  a  project  to  reimburse  employees  for  travel  expenses 
electronically.  As  a  result,  employees  will  be  reimbursed  more  quickly,  and  the 
need  for  lengthy  research  of  lost  or  stolen  checks  will  be  greatly  reduced. 

I  Decentralized  certain  financial  management  fiinaions  to  the  field  offices. 

I  Began  implementing  an  Electronic  Certification  System  to  permit  faster  payment 
of  invoices  than  is  currently  possible. 
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I  Continued  the  removal  of  asbestos  and  the  renovation  of  the  42-year-old  GAO 
building,  including  the  completion  of  the  renovation  of  the  fourth  floor. 


Performance  Information 

GAG  carefully  monitors  its  performance,  seeking  to  improve  its  services  and  effi- 
ciency. Several  important  performance  measures  are  discussed  earlier  in  this  repon, 
such  as  the  measurable  financial  benefits  resulting  from  GAO's  work,  the  number  of 
products  produced,  and  the  number  of  testimonies  delivered.  Additional  GAO 
performance  measures  are  addressed  in  a  separate  publication  entided  1994  Annual 
Report  of  Key  Performance  Indicators.   GAO's  ongoing  quality  management  initiatives 
are  expected  to  lead  to  further  refinements  and  improvements  in  GAO's  measure- 
ment system. 

Other  publications  provide  summaries  of  GAO's  work  and  the  status  of  its  recom- 
mendations, including  Abstracts  of  Reports  and  Testimony:  Fiscal  Year  1994;  Index  of 
Reports  and  Testimony:  Fiscal  Year  1994:  Supplement  to  the  Comptroller  General's 
1994  Annual  Report,  which  summarizes  GAO  staff  assigned  to  congressional  com- 
mittees during  fiscal  year  1994;  and  the  Annual  Report  to  the  Chairmen.  House  and 
Senate  Committees  on  Appropriations,  on  the  Status  of  Open  Recommendations. 


Quality  Controls 

Quality  is  the  hallmark  of  GAO's  work.  To  ensure  that  GAO  maintains  a  high  level 
of  quality,  management  maintains  a  quality  control  program  and  seeks  advice  and 
evaluation  from  outside  sources. 

Through  an  internal  review  program,  GAO  ensures  its  quality  control  policies  and 
procedures  are  providing  reasonable  assurance  that  its  audit  and  evaluation  work 
conforms  with  applicable  professional  requirements,  including  government  auditing 
standards.  The  Comptroller  General  establishes  auditing  standards  for  all  levels  of 
government.  The  standards  were  updated  in  1994  based  on  the  advice  of  the 
Government  Auditing  Standards  Advisory  Council. 

GAO's  Quality  Control  Review  Board  provides  external  perspectives  and  advice  on 
the  effectiveness  of  GAO's  assessments  of  the  quality  of  its  audit  and  evaluation 
work.  The  Board  meets  periodically,  confers  with  the  Comptroller  General,  and 
provides  advice  on  GAO's  products  and  future  work.  The  Board  is  comprised  of  the 
following  distinguished  individuals  from  outside  GAO: 

I  Elliot  L.  Richardson  (Chairman)  is  an  attorney  with  Milbank,  Tweed,  Hadley  8C 
McCloy,  former  Secretary  of  Commerce,  Defense,  and  Health,  Education,  and 
Welfare;  former  Attorney  General;  former  Under  Secretary  of  State;  and  former 
Ambassador-at-Large. 
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■John  C.  Burton  b  a  certified  public  accountant  (CPA)  and  the  Anhur  Young 
Professor  of  Accounting  at  Columbia  University,  former  Chief  Accountant  of  the 
Securities  and  Exchange  Commission,  and  former  Dean  of  the  Graduate  School  of 
Business  at  Columbia  University. 

I  David  F.  Linowes  is  a  CPA  and  the  Boeschenstein  Professor  Emeritus  and  profes- 
sor of  political  economy  and  public  policy  at  the  University  of  Illinois.  He  is  also 
the  former  Chairman  of  the  President's  Commission  on  Privatization;  Chairman, 
Presidential  Commission  on  the  Nation's  Energy  Resources;  Chairman,  Federal 
Privacy  Protection  Commission;  and  National  Partner,  Laventhol  &  Horwath. 

■John  Rhinelander  is  an  attorney  with  Shaw,  Pittman,  Potts,  and  Trowbridge; 
former  Under  Secretary  of  the  Department  of  Housing  and  Urban  Developmenr, 
and  former  General  Counsel  of  the  Department  of  Health,  Education,  and 
Welfire.   He  has  also  held  other  legal  positions,  including  adviser  to  the  SALT  I 
delegation,  the  Department  of  State,  and  the  Secreury  of  the  Navy. 

Periodic  congressional  oversight  is  crucial  to  the  effeaive  operation  of  any  agency, 
and  it  is  particularly  imponani  to  GAO  because  of  its  significant  role  in  serving 
Congress.   In  late  Oaober  1993,  the  House  Committee  on  Government  Opera- 
tions held  an  oversight  hearing  on  GAO's  operations.  Also  in  1993,  the  Senate 
Committee  on  Governmental  Affairs  contracted  with  the  National  Academy  of 
Public  Administration  to  do  a  broad  review  of  GAO.   In  a  report  on  its  review, 
released  in  Oaober  1994,  the  Academy  made  several  recommendations  that  GAO 
is  using  to  improve  its  operations.  The  Committee  has  indicated  that  it  will  use  the 
report  as  a  basis  for  oversight  hearings  in  the  next  Congress. 


Audit  Advisory  Committee 

In  addition  to  the  external  Quality  Control  Review  Board,  which  counsels  GAO  on 
its  audit  and  evaluation  work,  the  Comptroller  General  established  an  external 
group  in  late  1992  to  advise  GAO  on  its  internal  financial  operations  and  controls. 
The  Audit  Advisory  Committee,  which  met  three  times  during  the  year,  discusses, 
reviews,  and  reports  to  the  Comptroller  General  on  the  effectiveness  of  GAO's 
(1)  financial  reporting  and  auditing  processes,  (2)  internal  controls  over  financial 
operations,  and  (3)  prt>cesses  to  ensure  compliance  with  selected  provisions  of 
applicable  laws  and  regulations  that  could  significantly  affect  GAO's  operations. 
The  Committee  is  comprised  of  three  distinguished  individuals  from  outside  GAO: 

■  Sheldon  S.  Cohen  (Chairman)  is  a  CPA  and  an  anorney  with  Morgan,  Lewis  & 
Bockius;  former  Commissioner  and  Chief  Counsel  of  the  Internal  Revenue 
Service;  and  Secretary  and  Trustee  of  the  National  Academy  of  Public  Administra- 
tion. 

■  Alan  B.  Levenson  is  an  attorney  with  Fulbright  &  Jaworski  and  a  former  senior 
official  at  the  Securities  and  Exchange  Commission.  ' 
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I  Katherine  D.  Ortega  is  a  CPA,  ibnner  Treasurer  of  the  United  States,  Ibrmer 
Commissioner  of  the  Copyright  Royalty  Tribunal,  and  former  member  of  the 
President's  Advisory  Committee  on  Small  and  Minority  Business. 


Financial  Resources  and  Results  of  Operations 

The  cost  of  operating  GAG  during  fiscal  years  1994  and  1993  was  about 
$429  million  and  $436  million,  respeaively.  More  than  97  percent  of  its  operations 
were  financed  through  appropriations  fi-om  Congress.  The  remainder  came  from 
reimbursements  from  other  government  agencies,  including  reimbursements  (or 
financial  audits  done  by  GAO.  The  percentage  of  operating  expenses  financed  by 
appropriations  has  been  about  the  same  for  the  last  5  years. 

During  fiscal  year  1994,  expenses  for  salaries  and  related  benefits  totaled 
$330  million,  or  77  percent  of  GAO's  operating  expenses.  Tlie  remaining 
23  percent  included  travel,  rent,  utilities,  automated  data  processing,  and  other 
items. 


Management  Report  on  Internal  Controls 

GAO  is  committed  to  fulfilling  the  internal  control  objectives  of  the  Federal 
Managers'  Financial  Integrity  Act  (FMFIA)  of  1982.  GAO's  internal  control 
structure,  which  includes  controls  over  financial  reporting,  is  designed  to  provide 
reasonable  assurance  that 

I  obligations  and  costs  are  in  compliance  with  applicable  laws  and  regulations; 

I  funds,  property,  and  other  assets  are  safeguarded  against  loss  from  unauthorized 
acquisition,  use,  or  disposition;  and 

I  revenues  and  expenditures  applicable  to  GAO's  operations  are  properly  recorded 
and  accounted  for  to  enable  GAO  to  prepare  accounts  and  reliable  financial 
reports  and  to  maintain  accountability  over  its  assets. 

GAO  management  assesses  compliance  with  its  controls  through  a  series  of  compre- 
hensive internal  reviews,  applying  the  evaluation  criteria  in  OMB's  guidance  (Circu- 
lar A-123,  Internal  Control  Systems,  and  Circular  A-127,  Financial  Management 
Systems)  for  implementing  FMFIA.  The  results  of  these  reviews  are  discussed  with 
GAO's  Audit  Advisory  Committee,  and  aaion  is  taken  prompdy  to  correa  deficien- 
cies as  they  are  identified.  It  should  be  noted  that  any  internal  control  structure  has 
inherent  limitations,  including  the  possibility  of  the  circumvention  or  overriding  of 
controls. 
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GAO  has  assessed  its  internal  control  structure  as  of  September  30,  1 994,  based  on 
criteria  for  effective  internal  controls  in  the  federal  government  mentioned  above. 
On  the  basis  of  this  assessment,  GAO  believes  that  it  has  an  elective  internal 
control  structure  in  place  as  of  September  30,  1994. 

GAO's  independent  auditors  have  been  asked  to  provide 

I  an  opinion  on  GAO's  assertion  on  the  internal  control  structure  over  financial 
reporting  and 

I  a  report  citing  any  material  conflicts  between  the  more  comprehensive  GAO 
report  on  internal  controls  dated  December  1$,  1994,  voluntarily  prepared  under 
FMFIA,  and  the  results  of  their  examination  of  GAO's  assertion. 


1994  FMFIA  Improvements 

During  the  year,  GAO  management  improved  the  administration  of  certain  trust 
funds  and  the  system  for  tracking  its  recommendations  in  reports  to  Congress. 
GAO  took  steps  to  improve  the  operation  and  management  of  two  trust  funds: 
(1)  Davis-Bacon  Aa  receipts  and  payments  and  (2)  assets  of  American  cirizens  who 
die  abroad.  Internal  controls  over  the  trust  funds  were  substantially  strengthened 
and  documented  with  additional  improvements  to  take  effect  during  1995.  Also  in 
1994,  GAO  updated  and  revised  its  policies  and  procedures  to  follow  up  on  the 
implementation  of  recommendations  made  to  Congress.  These  improvements 
ensure  that  follow-up  activities  are  appropriate  and  propeHy  documented  and  that 
key  recommendations  receive  special  emphasis. 


GAO's  1994  Principal  STATEMEhJTS 

The  accompanying  principal  statements  summarize  GAO's  financial  position, 
disclose  the  cost  of  operations  and  the  changes  in  net  position  during  fiscal  years 
1994  and  1993,  present  all  significant  cash  flows  during  the  2  fiscal  years,  and 
provide  a  comparison  of  budget  and  actual  expenses.  The  basis  of  accounting  used 
for  the  principal  statements  is  described  in  the  notes  to  those  statements.  While 
GAO  is  not  subjea  to  the  Chief  Financial  OfTicers  Aa  of  1990  or  FMFIA,  it  is 
fully  committed  to  the  principles  and  objectives  of  both  acts  and  has  elected  to 
comply  with  their  requirements. 
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The  audit  of  the  statements  was  performed  by  the  independent  auditors  KPMG  Peat 
Marwick  LLP.  The  independent  auditors'  report  on  the  principal  statemenu, 
internal  controls,  and  compliance  with  certain  laws  and  regulations  accompanies  the 
principal  statements. 


(^     V^^^^t^^ 


Assistant  Comptroller  General  for  Operations 


istant  Comptroller  General  for  Planning  and  Reporting 


Comptroller  General  of  the  United  States 
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Principal 
Statements 


U.S.  General  Accounting  Office 
Statements  of  Financial  Position 
AS  of  September  30,  1994  and  1993 


1994 

1993 

Aueu 

Entity  Assett 

Funds  with  the  U.S.  Treasury 

S68,819 

$76,517 

Travel  and  other  advances 

203 

998 

Accounts  receivable 

7,410 

191 

Supplies  inventory 

454 

490 

Property  and  equipment,  net 

58.535 

45.058 

Total  entity  asseu 

135.421 

123.254 

Non-Entity  Assets 

Accounts  receivable 

— 

2,296 

Ibtal  non-entity  assets 

- 

2J96 

Total  Asseu 

$135,421 

$125,550 

Liabilities 

Liabilities  Covered  by  Budgetary  Resources 

Salaries  and  benefits 

$11,924 

$11,432 

Accounts  payable 

18.068 

18.402 

Employee  travel 

1.442 

1.274 

Other  liabilities 

— 

2.812 

31.434 

33.920 

Liabilities  Not  Covered  by  Budgetaiy  Reaoiucct 

Accrued  annual  leave 

27.920 

29.691 

Workcn  compensation 

10.714 

7.770 

Comptrollers*  General  retirement  plan 

2.116 

1.899 

Capital  leases 

S45 

679 

Severance  pay 

389 

41.984 

— 

Total  liabilities  not  covered  by  budgetary  resources 

40.039 

Total  Liabilities 

$73,418 

$73,959 

Net  Position 

62.003 

51.591 

Total  Liabilities  and  Net  Position 

$135,421 

$125,550 

The  accompanying  notes  are  an  integral  part  of  these  statements. 
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U.S.  General  Accounting  Office 

Statements  of  Operations  and  Changes  in  Net  Position 

FOR  Fiscal  Years  Ended  September  30,  1994  and  1993 


Dotlan  in  Thousands 


Operating  Expenses  by  Program  Area 

National  Defense,  Security  and  International 
Relations,  and  Other  Related  Issues 

Energy,  Agriculture.  Environment,  Housing, 
Transportation,  and  Natural  Resources  Issues 

Financial  Audits,  Systems,  Information  Management, 
and  Technology  Issues 

Justice,  Tax  Policy,  Financial  Institutions,  and 
General  Management  Issues 

Education  and  Employment,  Health  Care,  and 
Income  Security  Issues 

Legal  Services 

Program  Evaluation  Methodology  and  Standards 

Special  Investigations  and  Investigative  Support 

Senior  Management  and  Staff 


$94,524 

$96,484 

83,156 

84,234 

75,001 

77,531 

74,678 

74,637 

58,417 

59,414 

23,564 

22,697 

8,952 

10,324 

6,633 

6,382 

3,932 

4,514 

Total  Operating  Expenses 


428.857 


Revenues  and  Financing  Sources 
Appropriaiions  expended 
Rents  and  reimbursable  services,  net 


415,732 
11,346 


429,940 
4,364 


Total  Revenues  and  Financing  Sources 


Expenses  to  Be  Funded  by  Future  Appropriations 


$(1,779) 


$(1,913) 


Net  Position,  beginning  of  fiscal  year  $51,591  $49,044 

Expeiues  to  be  funded  by  future  appropriations  (1.779)  (1,913) 

Increase  in  capitalized  and  unexpended  appropriations  12,191  4,460 


Net  Position,  end  of  fiscal  year 


$62,003 


$51,591 


The  accompanying  notes  are  an  integral  part  of  these  statements. 
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U.S.  General  Accounting  Ofhce 

Statements  of  Cash  Flows 

FOR  Fiscal  Years  Ended  September  30,  1994  and  1993 

DoUah  in  ThmuanJl  1994 

Cash  Provided  (Used)  by  Operadng  Activities 

Cash  Provided  by  Operating  Activities — Rents  and 

Reimbursables,  Net  $4,186 

Cash  Used  for  Operating  Activities 

Salaries  and  bencHis  (327.694) 

Rent,  communications,  and  utilities  (34,993) 

Computer  and  other  ADP  services  (17.843) 

Other  contraaual  services  (17.523) 

Travel  (13J33) 

Supplies  and  materials  (3.726) 

External  training  (2.233) 

Printing  and  document  copying  (1,896) 

Other  (397) 


(337316) 
(31.755) 
(16,994) 
(2U05) 
(15.850) 
(4.838) 
(2.565) 
(2.746) 
(583) 


Total  Cash  Used  for  Operating  Activities 

(419.638) 

(433.852) 

Net  Cash  Used  for  Operating  Activities 

$(415,452) 

$(429,571) 

Cash  Used  for  Investing  Activities  to  Acquire 
Property  and  Equipment 

(20,225) 

(10,693) 

Cash  Provided  by  Financing  Activities — 
Appropriations,  Net 

427.979 

434,686 

Net  Cash  Used  by  Operating,  Investing,  and 
Financing  Activities 

(7.698) 

(5,578) 

Funds  With  the  U.S.  Treasury,  beginning  of  fiscal  year 

76,517 

82,095 

Funds  With  the  U.S.  Treasury,  end  of  Bscal  year 

$68,819 

$76,517 

PuNapAL  Statements 


248 


U.S.  General  Accounting  Office 
Statements  of  Cash  Flows 
(continued) 

Rccondliacion  of  Expenses  to  Be  Funded  by  Future 
Appropriations 


Dollars  in  Thousands 


Expenses  to  Be  Funded  by  Future  Appropriations  $(1,779)  $(1,913) 

Adjustments  to  Recondtc  E]q>enses  to  Be  Funded  by 
Future  Appropriations  to  Net  Cash  Used  for 
Operating  Activities 

Appropriations  expended 

Decrease  (increase)  in  advances  and  receivable 

Decrease  in  supplies  inventory 

(Decrease)  in  liabilities  covered  by 

budgetary  resources 
Depreciation 

Other  unfunded  expenses 
Property  and  equipment  accrual  adjustment 
Other  adju 


(415,732) 

(429.940) 

(4,128) 

2,023 

36 

141 

(2.486) 

(10,387) 

13,017 

9,216 

1,779 

1.913 

(5.711) 

(241) 

(448) 

(383) 

Tool  Adjustmtnu (413,673) (427,658) 

Net  Ca»hUted  for  Operating  Activiues  $(415.452)  $(429,571) 

The  accompanying  notes  are  an  integral  part  of  these  siaiements. 
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U.S.  General  Accounting  Office 

Statements  of  Budget  and  Actual  Expenses 

FOR  Fiscal  Years  Ended  September  30,  1994  and  1993 


DolUn  in  Thouutub 


1994 


CufTent  year  appropriadons 

Plus:  Unobligated  appropriations  available 


$435,167 


from  prior  Rscal  year 

6,522 

6.114 

Plus: 

Rents  and  reimbursable  services,  net 

11.346 

4,364 

Total  budget  n 

sources 

$448,033 

$445,645 

Less: 

Budget  obligations 

431369 

438.495 

Less: 

Lapsed  budget  authority 

2,186 

628 

TocaJ  Unobligated  Appropriacioiu 


$6,522 


Budget  Reconciliation 

Total  operating  acpcnie* 

Less:       Expenses  to  be  (iinded  by  future 

appropriations  which  are  recognized  in  the 
principal  statements  but  not  in  budgetary 
accrued  expenditures 

Plus:       Net  cfTca  of  capitalizing  assets  in  the 

principal  statements  which  are  recognized 
as  accrued  expenditures  for  budgetary 


$42M57 


$436^17 


purposes 

13,331 

1.813 

Plus:       Net  increase  (decrease)  in  unliquidated 
obligations 

(9.040) 

2378 

Total  budget  obligations 

$431369 

$438,495 

Less:       Rents  and  reimbursable  services,  net 

11346 

4364 

Plus:       Net  decrease  (increase)  in  unliquidated 
obligations 

9.040 

(2378) 

Total  Budgetary  Accrued  E]q>cnditure> 

$429,063 

$431,753 

The  accompanying  notes  ate  an  integral  part  of  these  statements. 
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Notes  to 

Principal  Statements 

Note  1.  SummaiyofSignificaiit  Accounting  Policies 
Reporting  Enticy 

The  accompanying  principal  stacemencs  present  the  financial  position,  cost  of 
operations,  significant  cash  flows,  and  budget  and  aaual  expenses  of  the  United 
States  General  Accounting  Office  (GAO),  an  agency  of  the  legislative  branch  of  the 
federal  government.  The  financial  activity  presented  relates  primarily  to  the  execu- 
tion of  GAO's  congressionally  approved  budget.  GAO's  budget  consists  of  an 
appropriation  covering  salaries  and  expenses  and  a  building  expenditure  fund.  The 
principal  statements  do  not  include  the  effects  of  centrally  administered  assets  and 
liabilities  related  to  the  federal  government  as  a  whole,  such  as  borrowing,  which 
may  in  part  be  anributable  to  GAO. 

Basis  of  Accounting 

Under  the  authority  of  the  Chief  Financial  Officers  (CFO)  Act  of  1990,  GAO 
participated  with  the  Office  of  Management  and  Budget  (OMB)  and  the  Depart- 
ment of  the  Treasury  in  the  establishment  of  the  Federal  Accounting  Standards 
Advisory  Board  (FASAB).   FASAB's  purpose  is  to  consider  and  recommend 
accounting  principles,  standards,  and  requirements  to  GAO,  Treasury,  and  OMB. 
The  Comptroller  General,  the  Secretary  of  the  Treasury,  and  the  Director  of  OMB 
(the  three  principals  of  FASAB)  decide  upon  new  principles,  standards,  and  require- 
ments after  considering  FASAB's  recommendations.  The  resulting  standards  are 
issued  by  GAO  and  OMB.  Pending  issuance  of  a  sufficiently  comprehensive  set  of 
accounting  standards,  and  in  accordance  with  interim  guidance  agreed  to  by  (he 
three  principals,  GAO  prepared  its  principal  statements  based  upon  (he  following 
hierarchy  of  accounting  principles  and  standards: 

I  the  accounting  principles,  standards,  and  requirements  approved  by  the  three 
principals; 

I  form  and  content  requirements  for  financial  statements  included  in  OMB 
Bulletin  No.  94-01  (Form  and  Content  of  Agency  Financial  Statements);  and 

I  the  accounting  principles  and  standards  included  in  title  2  of  GAO's  Policy  and 
Procedurts  Manual  for  Guidance  of  Federal  Agencies. 
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These  principles  differ  from  budgetary  reporting  principles.  The  differences  relate 
principally  to  the  capitalization  and  depreciation  of  property  and  equipment,  and 
the  recognition  of  other  long-term  assets  and  liabilities  in  the  accompanying 
principal  statements.  Also,  (or  purposes  of  the  principal  sutements,  budgetary 
appropriations  are  realized  as  a  financing  source  as  accrued  expenses  are  recognized. 

Basis  of  Presentation 

GAO's  1994  principal  statements  have  been  prepared  in  accordance  with  the 
requirements  of  the  CFO  Aa  of  1990  and  OMB  Bulletin  No.  94-01.   Form  and 
content  changes  in  the  principal  statements  include  the  following: 

Statements  of  Financial  Position  -  Assets  are  classified  as  enrity  and  non- 
entity based  upon  whether  or  not  GAO  has  the  authority  to  use  the  assets  in 
its  operations,  and  liabilities  are  classified  based  upon  whether  or  not  budget 
authority  or  other  resources  are  available  to  cover  the  liabilities. 

Statements  of  Cash  Flows  -  The  Statements  of  Cash  Flows  are 
supplemented  by  a  reconciliation  of  expenses  to  be  fiinded  by  fiiture  appro- 
priations to  net  cash  used  (or  operating  activities.  The  dilTerence  between 
property  and  equipment  purchases  on  the  accrual  basis  and  on  the  cash  basis 
is  shown  on  the  reconciliarion  as  a  property  and  equipment  accrual 
adjustment. 

Funds  With  the  U.S.  Treasury 

GAO's  receipts  and  disbursements  are  processed  by  the  U.S.  Treasury.    Funds 
with  the  U.S.  Treasury  represent  appropriated  funds  available  to  pay  current 
liabilities  and  to  finance  authorized  purchase  commitments. 
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Accounts  Receivable 

GAO't  accounB  receivable  are  due  principally  from  federal  government  corpora- 
tions and  other  federal  agencies  for  audit  and  other  reimbursable  services. 
Accouna  receivable  which  are  not  intended  to  be  used  in  meeting  GAO's 
operational  needs,  and  which  GAO  is  required  by  law  to  transfer  to  the  Treasury, 
are  classified  as  non-entity  assets. 

Property  and  Equipment 

GAO's  headquarters  building  in  Washington,  D.C.,  was  capitalized  at  its 
depreciated  value  at  the  time  of  transfer  from  the  General  Services  Administra- 
tion on  October  28,  1988.   It  is  depreciated  on  a  straight-line  basis  over 
25  years. 

Other  property  and  equipment  costing  more  than  $5,000  are  capitalized  at  cost 

and  depreciated.  Bulk  purchases  of  lesser-value  items  that  aggregate  more  than 

$100,000  are  also  capitalized  at  cost.   Depreciation  is  calculated  on  a  straight-  i 

line  basis  over  the  estimated  useful  life  of  the  property,  ranging  from  \ 

2  to  20  years.  « 

Liabilities  t 

Liabilities  represent  the  amount  of  monies  that  is  likely  to  be  paid  by  GAO  as  a  » 

result  of  a  transaction  that  has  already  occurred.   However,  no  liability  can  be 
paid  by  GAO  absent  an  appropriation.   Liabilities  hi  which  an  appropriation 
has  not  been  enaaed  are  therefore  classified  as  liabilities  not  covered  by  budget- 
ary resources.  It  is  not  certain  that  appropriations  will  be  enacted  to  fund  these 
liabilities.  GAO's  accounts  payable  are  due  principally  to  non-federal  govern- 
ment entities. 
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Annual)  Sick,  and  Odier  Leave 

Annual  leave  is  accrued  as  it  is  earned,  and  the  accrual  is  reduced  as  leave  is  taken. 
The  accrued  leave  liability  is  principally  long-term  in  nature.  Sick  leave  and  other 
types  of  leave  are  expensed  as  leave  is  taken. 

Contingencies 

GAO  has  certain  claims  and  lawsuits  pending  against  it.  Where  claims  arc  expected 
to  result  in  payments,  and  the  payment  amounts  can  be  reasonably  estimated, 
appropriate  provision  has  been  Included  in  the  accompanying  principal  statements. 
In  the  opinion  of  management  and  legal  counsel,  the  resolution  of  other  clainu  and 
lawsuits  will  not  materially  affect  the  financial  position  or  operations  of  GAO. 

Reclassifications 

Certain  amounts  for  1993  have  been  reclassified  to  conform  with  the  1994 
presentation  of  those  amounts. 


Note  2.  Property  and  Equipment,  Net 

The  composition  of  property  and  equipment  as  of  September  30,  1994,  is  as 
follows: 


DalUn  in  ThousanJi 

Classes  of  Property 
and  Equipment 

Acquisition 
Value 

Accumulated 
Depreciation 

Net  Book 
Value 

Building 

$15,664 

$3,759 

$11,905 

Land 

1.I9I 

— 

1,191 

Building  improvemenis 

38.059 

20,405 

17,654 

Compuicr  and  other  equipment,  and 
ADP  software 

40.047 

15,007 

25,040 

Leasehold  improvements 

6.200 

4.915 

1,285 

Assets  under  capital  lease 

3.021 

1,561 

1,460 

Total  Property  and  Equipment 

$104,182 

$45,647 

$58,535 
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The  composition  of  property  and  equipment  as  of  September  30,  1993,  was  as 
(btlows: 


DoUm  in  TtmamJi 

Classes  of  Property 
and  Equipment 

Acquisition 
Value 

Accumulated 
Depreciation 

Net  Book 
Value 

Building 

$15,664 

$3,133 

$12,531 

Land 

1,191 

— 

1.191 

Building  improvements 

22.729 

13,290 

9,439 

Computer  and  other  equipment,  and 
ADP  software 

31,498 

12,370 

19.128 

Leasehold  improvements 

5,736 

4,192 

1.544 

Assets  under  capital  lease 

2,678 

1,453 

1,225 

Total  Property  and  Equipment 

$79,496 

$34,438 

$45,058 

Note  3.  Net  Position 

GAO's  operations  do  not  require  permanent  capital  and  are  not  expeaed  to  generate 
an  operating  surplus  or  deficit.  The  composition  of  GAO's  net  position  is  as  fellows: 


Dalian  in  ThmuTub 

1994 

1993 

Capitalized  assets,  net  of  capital  lease  liability 
Unliquidated  obligations 
Unobligated  appropriations 
Future  appropriations  needed 

$58,144 
30,520 
14,478 

(41,139) 

$44,869 

39,560 

6,522 

(39,360) 

Net  Position 

$62,003 

$51,591 

The  increase  in  capitalized  assets  from  fiscal  year  1993  to  1994  of  $13,275,000 
resulted  primarily  from  purchases  of  computers,  other  equipment,  and  building 
improvements  less  depreciation.  Unliquidated  obligations  represent  purchase  com- 
mitments. The  increase  in  unobligated  appropriations  from  fiscal  year  1993  to  1994 
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of  $7,956,000  resulted  from  changes  included  in  the  Legislative  Branch  Appropria- 
tions Aa,  1995  (P.L.  103-283,  dated  July  22,  1994).  With  the  enactment  of  the 
legislation.  Congress  permitted  GAO  to  retain  for  its  use  funds  received  from  fiKiera] 
government  corporations  for  reimbursable  financial  statement  audits.  At  Septem- 
ber 30,  1994,  GAO  had  billed,  but  not  collected,  $7,155,000  for  reimbursable 
audit  services  provided  to  federal  government  corporations.  These  funds  were  not 
obligated  at  September  30,  1994.   Prior  to  Public  Law  103-283,  GAO  was  required 
by  law  to  transfer  these  funds  to  the  Treasury  when  collected  and  could  not  use 
these  funds  in  meeting  its  operational  needs.  GAO  reported  outstanding  corporate 
audit  billings  at  September  30,  1993,  as  an  account  receivable  and  as  a  liability. 

With  the  enactment  of  the  National  Defense  Authorization  Act  (P.L.  101-510, 
dated  Nov.  5,  1990),  the  Treasury  permitted  agencies  to  retain  both  their 
unliquidated  obligations  and  unobligated  appropriatioiu  for  5  years  after  the  year 
of  availability.  GAO's  unobligated  appropriations  as  of  September  30,  1994  and 
1993  were  $14,478,000  and  $6,522,000,  respectively.    In  accordance  with  the  aa, 
GAO  lapsed  $2,186,000  of  1989  budget  authority  and  $628,000  of  1988  and  prior 
years'  budget  authority  to  the  Treasury  related  to  canceled  appropriations  at  Sep- 
tember 30.  1994  and  1993,  respectively.  GAO  does  not  believe  that  it  has  any 
obligations  related  to  canceled  appropriations. 

Future  appropriations  needed  represent  aggregate  amounts  of  congressionally 
authorized  long-term  liabilities  (annual  leave,  workers  compensation,  retirement 
benefits  for  Comptrollers  General,  and  severance  pay)  that  are  expected  to  be 
funded  by  future  years'  appropriations. 


Note  4.  Operating  Expenses 

Expenses  incurred  in  the  Statements  of  Operations  and  Changes  in  Net  Position 
are  classified  and  reponed  by  major  type  of  program.    Expenses  incurred  by 
GAO's  field  offices  have  been  allocated  to  program  areas  based  on  direct  staff 
days  used  to  support  each  program.   Mission  support  expenses  have  been  allocated 
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to  program  areas  based  on  stafFyear  usage.  Operating  expenses  by  object  classifica- 
tion are  shown  in  the  following  schedule. 

DoUan  in  Thousands  1994  1993 


Object  Classificatioo 

Salaries  and  benefits 

External  training 

Travel 

Rent,  communications,  and  utilities 

Computer  and  other  ADP  services 

Other  contract  services 

Supplies  and  materials 

Printing  and  document  copying 

Depreciation 

Other 
Total  Operating  Expenses 


Note  5.  Budget  and  Actual  Expenses 

The  Statements  of  Budget  and  Actual  Expenses  compare  total  actual  expenses  of 
all  programs  with  budget  authority  for  such  programs.    Since  GAO's  program 
designation  in  the  Statement  of  Operations  and  Changes  in  Net  Position  is  more 
detailed  than  its  budget  account  (GAO  has  only  one  budget  account),  it  was  not 
meaningful  to  allocate  budget  resources  and  obligations  on  the  same  basis  as  its 
programs.    These  amounts  are  shown  in  total. 

Lapsed  budget  authority  at  September  30,  1994,  represents  fiind  balances  returned  to 
the  Treasury  ($2,1 86,000).  Lapsed  budget  authority  at  September  30,  1993, 
includes  fund  balances  returned  to  the  Treasury  ($481,000)  and  accounts  receiv- 
able transferable  to  the  Treasury  ($147,000). 


$330,084 

$328,394 

2.375 

2,580 

13.291 

15,003 

30.249 

33,701 

17.466 

18,107 

16.503 

20,497 

3.315 

4,878 

1.796 

2,923 

13.017 

9,216 

761 

918 
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The  statements  also  provide  a  reconciliation  of  the  actual  expenses  incurred  on  the 
accrual  basis  to  budget  obligations  and  budgetary  accrued  expenditures.  This 
reconciliation  is  presented  to  facilitate  an  understanding  of  the  relationship  and 
diflferences  between  information  presented  in  the  principal  statements  and  budgetary 
information. 


Note  6.  Leates 

Opcfating  Lcasca 

GAO  leases  office  space  from  the  General  Services  Administration  and  the 
Department  of  State  and  has  entered  into  various  other  operating  leases  for  office 
communication  and  AOP  equipment.  Generally,  leases  are  cancelable  by  cither 
party  without  penalty,  upon  1 20  days  notice.  Lease  costs  for  office  space  and 
equipment  for  fiscal  years  1994  and  1993  amounted  to  approximately  $23,300,000 
and  $23,900,000,  respectively.  GAO's  estimated  foture  minimum  lease  payments 
are  as  follows: 

DoUan  in  ThmuatuU 

Fiscal  Year  end  September  30  Total 

1995  $22,600 

1996  17.930 

1997  15,849 

1998  U,070 

1999  13,502 
Thereafter  23,154 
Total  Estimated  Future  Lease  Paymenu  $107,105 
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Capital  Leases 

GAO  has  entered  into  several  noncancelable  capital  leases  under  which  the  owner- 
ship of  the  equipment  covered  under  the  leases  transfers  to  GAO  when  the  leases 
expire.  When  GAO  enters  into  these  leases,  the  present  value  of  the  future  lease 
payments  is  capitalized  and  recorded  as  a  liability. 


Note  7.  Retirement  and  Other  Benefits 

All  permanent  employees  panicipate  in  the  contributory  Civil  Service  Retirement 
System  (CSRS)  or  the  Federal  Employees  Retirement  System  (FERS),  which  became 
effective  January  1,  1987.  Temporary  employees  and  employees  participating  in 
FERS  are  covered  under  the  Federal  Insurance  Contributions  Act  (FICA).    GAO 
makes  matching  contributions  to  the  CSRS,  FERS,  and  FICA  and  matches 
employee  contributions  to  the  savings  component  of  FERS  up  to  5  percent  of 
basic  pay  but  has  no  liability  for  future  payments  to  employees  under  these 
programs.    GAO's  costs  for  employee  retirement  programs  during  fiscal  years 
1994  and  1993  were  approximately  $37,166,000  and  $37,490,000,  respeaively. 
In  addition,  all  permanent  employees  are  eligible  to  participate  in  the  contributory 
Federal  Employees  Health  Benefit  Program  (FEHBP)  and  may  continue  to 
participate  after  retirement.    GAO  makes  matching  contributions  to  the  FEHBP 
for  active  employees  but  is  not  responsible  for  any  contributions  on  behalf  of 
retirees.  GAO's  costs  associated  with  its  employee  health  benefit  programs  during 
fiscal  years  1994  and  1993  amounted  to  approximately  $1 1,031,000  and 
$11,514,000,  respectively. 
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Comptrollers  General  and  their  surviving  beneficiaries  who  qualify  and  so  elea  are 
paid  retirement  benefits  by  GAO  under  a  separate  retirement  plan.  These  benefits 
are  funded  from  current  year  appropriations.  Since  GAO  is  responsible  for  future 
payments  under  this  plan,  the  estimated  present  value  of  accumulated  plan  benefits 
is  recorded  as  an  unfunded  liability.  The  estimated  present  value  of  accumulated 
plan  benefits  was  $2, 11 6,000  as  of  September  30,  1994,  and  $1,899,000  as  of 
September  30,  1993,  based  on  a  discount  rate  of  7.5  percent  and  the  1983  Group 
Annuity  Mortality  Table. 


Note  8.  Workers  Compensation 

The  Federal  Employees'  Compensation  Act  (FECA)  provides  income  and  medical 
cost  protection  to  covered  federal  civilian  employees  injured  on  the  job,  employees 
who  have  incurred  a  work-related  occupational  disease,  and  beneficiaries  of  employ- 
ees whose  death  is  attributable  to  a  job-related  injury  or  occupational  disease. 
Claims  incurred  for  benefits  for  GAO  employees  under  FECA  are  administered  by 
the  Department  of  Labor  (DOL)  and  are  ultimately  paid  by  GAO. 

GAO  recorded  an  estimated  liability  for  claims  incurred  as  of  September  30,  1994 
and  1993  and  expected  to  be  paid  in  future  periods.  The  estimated  liability  for  such 
claims  was  calculated  using  historical  payment  data  to  project  future  costs.   During 
1994,  GAO  increased  its  estimate  of  the  future  liability  for  claims  incurred  under 
FECA.  This  increase  resulted  from  an  estimate  prepared  using  a  statistical  model 
developed  by  DOL  and  modified  for  use  by  GAO.  GAO  previously  calculated  its 
estimate  of  the  liability  using  non-statistical  data.  This  change  increased  expenses  to 
be  fiinded  by  future  appropriations  by  $2,707,000.  The  total  liability  also  includes 
amounts  paid  to  claimants  by  DOL  as  of  September  30,  1994  and  1993  of 
$1,807,000  and  $1,570,000,  respectively,  but  not  yet  reimbursed  to  DOL  by 
GAO. 
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Note  9.  Ihist  and  Other  Govcminentwide  Functions  (Unaudited) 

GAO  is  responsible  for  administering  two  crust  (unctions  for  the  federal  government: 
(1)  Davis-Bacon  Act  receipts  and  payments  and  (2)  assets  of  American  citizens  who 
die  abroad.  GAO  is  accountable  to  Congress  and  the  public  for  the  proper  adminis- 
tration of  the  assets  held  in  the  trusts.  Trust  assets  under  administration  by  GAO 
aggregated  approximately  $7,764,000  on  September  30,  1994.  These  assets  ace  not 
the  assets  of  GAO  or  the  federal  government  and  are  held  for  distribution  to  appro- 
priate claimants.  During  fiscal  year  1994,  receipts  and  disbutsemencs  in  these  ftinds 
amounted  to  $1,931,000  and  $1,925,000,  ccspectivcly.  Since  these  crust  assets  and 
lelated  liabilities  are  not  assets  and  liabilities  of  GAO,  they  are  not  included  in  the 
accompanying  principal  statements. 

In  addition  to  tlie  trust  activities,  GAO  is  also  responsible  for  authorizing  the 
payment  of  certain  adjudicated  and  adminiscracively  senled  claims  againsc  che  federal 
government  from  a  special  appropriation  maintained  by  the  U.S.  Treasury.  During 
fiscal  years  1994  and  1993,  GAO  authorized  approximately  $568,200,000  and 
$568,000,000,  respecrively,  in  claims  (or  payment  from  this  special  appropriation. 
Since  these  payments  do  not  relate  to  GAO's  operations,  they  are  not  included  in  the 
accompanying  principal  statements. 


I 
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Audit  Advisory 
Committee's  Report 


In  Ute  1992,  the  Audit  Advisory  Committee  was  established  to  advise  the  Comp- 
troller General  on  the  U.S.  General  Accounting  Office's  (GAO)  financial  opera- 
tions. As  part  of  that  responsibility,  the  Comminee  has  been  discussing  GAO'i 
external  financial  audit  coverage  and  discussing  with  GAO  management  and  die 
internal  and  the  external  auditors  the  eflfcaiveness  of  GAO's  internal  controls  over 
financial  operations  and  its  compliance  with  seleaed  provisions  of  applicable  laws 
and  regulations.  The  Committee  has  also  been  reviewing  the  findings  of  the 
internal  and  the  external  auditors  and  discussing  GAO's  responses  to  those  findings 
to  ensure  that  GAO's  corrective  action  plans  include  appropriate  and  timely  fi>llow- 
up  measures.   In  addition,  the  Comminee  has  been  involved  in  reviewing  and 
commenting  on  drafts  of  GAO's  annual  repon,  including  the  principal  statements. 
The  Committee  met  three  times  during  both  fiscal  years  1993  and  1994  with  the 
Comptroller  General  and  with  GAO's  external  auditors.  On  occasion,  the 
Committee  also  met  with  the  external  auditors  without  GAO  management  being 
present. 


Sheldon  S.  Cohen 

Chairman 

Audit  Advisory  Committee 
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Independent  Auditors' 
Report 


KPMG  Peat  Marwick  llp 


Carlif  M  Public  Accouniwtti 


INDEPENDENT  AUDITORS'   REPORT 


ComptiDller  General  of  the  United  Slates: 

We  have  audited  the  General  Accounting  Office's  Principal  Statements,  referred  to  below,  as  of 
and  for  the  years  ended  September  30.  1994  and  1993.  and  have  examined  management's 
assertion,  included  in  the  accompanying  management  report  on  internal  controls,  that  the  GeiKral 
Accounting  Office  has  an  effective  internal  convol  structure  over  Imancial  reporting  m  place  as  of 
September  30,  1994. 

In  our  opinion: 

•  The  1994  and  1993  Principal  Siaiements  are  presented  fairly,  in  all  material  respects:  and 

•  Management's  assertion  that  the  General  Accounting  Office  has  an  effective  iniemal  control 
structure  over  fmancial  reporting  in  place  as  of  September  30,  1994  is  birly  stated,  in  all 
material  respects,  based  upon  criteria  established  under  the  Federal  Managers'  Financial 
Integrity  Act  of  1982.  and  the  Office  of  Management  and  Budget  Bulletin  A-123,  Inumai 
Control  Sysums. 


No  material  conflicu  with  the  General  Accounting  Office's  report  on  internal  controls 
voluntarily  prepared  under  the  Federal  Managers'  Fmancial  Integrity  Act  of  19S2:  and 


t  detail  below.  This  report  also  discusses  the  scope 


OPINION    ON    PRINCIPAL    STATEME^^^S 

In  our  opinion,  the  1994  and  1993  Principal  Statements,  including  the  accompanying  notes  on 
pages  63  through  73,  present  fairiy,  m  all  material  respects,  the  General  Accounting  Office's: 

•  fmancial  position  as  of  September  30,  1994  and  1993; 

•  results  of  operations  and  changes  in  net  position; 

•  cash  flows;  and 

•  budget  and  actual  expenses  for  the  years  then  ended, 

on  the  basis  of  accoimting  described  in  Note  1  to  the  Principal  Statements. 
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KPMQ  Peat  Marwtck 


As  described  in  Note  I.  ihe  General  Accounting  Office  prepares  its  Principal  Statements  in 
conformity  with  the  hierarchy  of  accounting  principles  and  standards  approved  by  the  principals  of 
the  Federal  Accounting  Standards  Advisory  Board.  This  hierarchy  ts  a  comprehensive  basis  of 
accounting  other  than  generally  accepted  accounting  principles. 


We  have  examined  management's  assertion,  included  in  the  accompanying  management  repon  on 
internal  controls,  that  the  General  Accounting  Office  has  an  effective  internal  control  structure  over 
financial  reporting  in  place  as  of  September  30,  1994.  These  internal  conu-ols  are  designed  by 
management  to  provide  reasonable,  but  not  absolute,  assurance  that  the  following  objectives  are 
met 

■     obligations  and  costs  are  in  compliance  with  applicable  laws  and  regulations. 

*  funds,  property,  and  other  assets  are  safeguarded  against  toss  from  unauthorized 
acquisition,  use.  or  disposition;  and 

•  revenue  and  expenditures  applicable  to  the  General  Accounting  Offices  operations  are 
properly  recorded  and  accounted  for  to  enable  the  General  Accounting  Office  to  prepare 
accounts  and  reliable  financial  reports  and  to  maintain  accountability  over  its  assets. 

In  our  opinion,  management  s  assertion  that  the  General  Accounting  Office  has  an  effective  internal 
control  structure  over  financial  reporting  in  place  as  of  September  30.  1994  is  fauiy  stated,  in  all 
material  respects,  based  upon  criteria  established  under  the  Federal  Managers  Financial  Integrity 
Act  of  1982,  and  the  Office  of  Management  and  Budget  Bulleun  ^-Xll.  Imemal  Cor\trol  Sysums, 
insofar  as  the  objectives  stated  above  pertain  to  the  limely  prevention  or  detection  of  errors  and 
irregularities  in  amounts  that  would  be  material  to  the  financial  statements  In  addiuon.  nothing 
came  to  our  attention  to  indicate  that  the  General  Accounting  Office's  repon  on  internal  controls 
dated  December  15.  1994  voluntarily  f^pared  under  the  Fed»al  Managers'  Financial  Iniegnty  Aa 
of  1982,  conflicts  materially  with  the  results  of  our  e 


COMPLIANCE   WITH   LAWS   AND   REGULATIONS 

The  objective  of  our  audit  of  the  Principal  Suiements.  including  our  tests  of  compliance  with 
selected  provisions  of  applicable  laws  and  regulations,  was  not  to  provide  an  opinion  on  overall 
compliance  with  such  provisions.  Accordingly,  we  do  not  express  such  an  opinion. 

However,  our  tests  of  compliance  with  selected  provisions  of  applicable  laws  and  regulations 
disclosed  no  material  instances  of  noncompliance.  Also,  with  respect  to  items  not  tested,  nothing 
came  to  our  attention  that  caused  us  to  believe  that  material  noncompliance  with  such  provisions 
occurred.  These  conclusions  with  respect  to  our  tests  of  compliance  with  selected  provisions  of 
applicable  laws  and  regulauons  arc  intended  solely  for  the  infoimauon  of  Congress  and  the  General 
Accounting  Office's  management 
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HESPQNSIBILITIES    AND   METHODOLOGY 

Management  has  ihe  responsibility  for 

•  preparing  the  Principal  Staiemenis  in  conformity  with  the  c 
accounting  descnbed  in  Note  1  to  ihe  Principal  Staiemenis; 

•  esiablLshing  and  maintaining  an  effective  internal  conirol  stmclure;  and 

■     complying  wiih  applicable  laws  and  regulations. 

Further,  management  has  elected  to  comply  with  substantially  all  of  the  provisions  of  the  Federal 
Managers"  Fmancial  Integrity  Act  of  1982. 

Our  responsibility  is  to  express  opinions  on  the  Principal  Suiements  and  managemem's  assertion 
that  the  General  Accounting  Office  has  an  effective  internal  control  structure  over  financial 
reporting  based  on  our  audits  and  examination,  respectively.  Accordingly,  we  planned  and 
performed  the  audits  and  examination  to  obtain  reasonable  assurance  about  whether  (1)  the 
Principal  Statements  are  free  of  matenal  misstatement  and  presented  fairly  in  accordance  with  the 
basis  of  accounting  descnbed  in  Note  1  to  the  Pnncipal  Statements,  and  (2)  management's 
assertion  that  the  General  Accounting  Office  has  an  effective  internal  control  structure  over 
financial  reporting  in  place  as  of  September  30.  1994  is  fairly  slated,  in  all  material  respects,  based 
upon  criteria  established  under  the  Federal  Managers'  Financial  Integrity  Act  of  1982.  and  the 
Office  of  Management  and  Budget  Bulletin  A-123,  Internal  Control  Systems.  We  are  also 
responsible  for  testing  compliance  with  selected  provisions  of  applicable  laws  and  regulations  that 
may  materially  affect  the  Principal  Statements. 

In  order  to  fulfill  these  responsibilities,  we 

•  examined,  on  a  test  basis,  evidence  supporting  the  amounts  and  disclosures  in  the  PriiKipai 
Statements; 

•  assessed  the  accounting  principles  used  and  significant  estimates  made  by  management; 

•  evaluated  the  overall  presentation  of  the  Principal  Staienwnts; 

•  obtained  an  understanding  of  the  internal  control  stnicture  over  financial  reporting; 

•  evaluated  and  tested  the  design  and  operating  effectiveness  of  relevant  internal  controls  over 
the  following  significant  cycles.  clas.scs  of  transactions,  and  account  balances: 

Payroll; 

Travel  DishursemcnLs; 

Operating  Disbursements; 

Budget  Monitoring  and  Approprialinns; 

Fund  Balances  with  Treasury;  and 

Accnunu  Payable. 
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tested  compliance  with  selected  provisions  of  the  following  laws  and  regulauons  that  may 
maiehally  affect  the  Principal  Statements: 

Ami-deficiency  Act; 

Fair  Labor  Standards  Act; 

Ovil  Service  Retirement  Act; 

General  Accounting  OfTice  Personnel  Act  of  1980; 

Federal  Employees'  Compensation  Act; 

Federal  Employees'  Health  Benenis  Act  of  19S9;  and 

Federal  Employees'  Group  Life  Insurance  Aci  of  1980. 

•  performed  other  procedures  as  we  considered  necessary  in  the  circumstances;  and 

•  at  management's  request,  compared  the  General  Accounting  Office's  most  recent  Federal 
Managers'  Financial  Integrity  Act  of  1982  report  on  intern^  controls  dated  December  IS, 
1994,  with  the  results  of  our  eumination  of  management's  assertion,  included  m  the 
accompanying  management  report  on  internal  controls,  that  the  General  Accountmg  Office 
has  an  effective  internal  control  structure  over  financial  reporting  in  place  as  of  September 
30.  1994. 

We  did  not  evaluate  the  internal  controls  relevant  to  operating  objectives  as  broadly  defined  by  the 
Federal  Managers'  Financial  Iniegnty  Act  of  1982,  such  as  those  controls  relevant  to  ensunng 
efficient  operations.  We  limited  our  work  to  accounting  and  other  cono^ls  necessary  to  achieve  the 
objectives  identified  in  our  opinion  on  management's  assertion  on  the  internal  control  stniciure 
over  fmancial  reporting.  Because  of  inherent  limitations  in  any  internal  control  structure,  errors  or 
irregularities  may  nevertheless  occur  and  not  be  detected.  We  also  caution  that  projecimg  the 
results  of  our  examination  to  future  periods  is  subject  to  the  risk  that  controls  may  become 
inadequate  because  of  changes  in  conditions  or  that  the  degree  of  compliance  with  controls  may 
deteriorate, 

Our  audits  were  conducted  in  accordance  with  generally  accepted  auditing  standards;  Govemmeni 
Aiui(/in5  5ftMdar<£r(1988revision).  as  issued  by  the  Comptroller  General  of  the  United  States;  and 
0MB  Bulletin  93-06.  Au^ir  Requirements  for  Federal  Financial  Siaumenu.  Our  examinauon  of 
management's  assertion,  included  in  the  accompanying  management  report  on  internal  conu'ols. 
that  the  General  Accounting  Office  has  an  efTectjve  iniemal  control  suiiciure  over  financial 
reporting  in  place  as  of  September  30.  1994,  was  conducted  in  accordance  with  standards 
established  by  the  Amencan  Institute  of  Certified  Public  Accountants.  We  believe  that  our  audits 
and  examination  provide  a  reasonable  basis  for  our  opinions. 

Consistency  of  Other  ta/ormaiion.  The  Overview  of  Operations  and  Financial  Management 
and  other  supplemental  information  in  A  Message  from  the  Comptroller  General  and  in  Highligha 
of  General  Accounting  Office  Reports  and  Testimony  contain  a  wide  range  of  data,  some  of  which 
is  not  directly  relued  to  the  Principal  Statements.  Professional  standards  require  the  auditor  lo  read 
this  information  and  consider  whether  such  information,  or  the  manner  of  its  presentation,  is 
materially  inconsistent  with  the  information,  or  the  manner  of  its  prcsentauon.  appearing  in  the 
Principal  Statements.  If  based  on  such  reading  the  auditor  concludes  that  there  is  a  material 
inconsistency,  the  auditor  should  determine  whether  the  Principal  Statements,  the  report  or  the 
other  information  require  revision. 


December  16.  1994 
Washington,  DC. 


m^'i^flj.^uP 
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MEMORANDUM 
March  24,  1995 


SUBJECT:     Review  of  the  General  Accounting  Office 

Overview:   The  Republican  Conference  voted  to  reduce  the  1996  funding  for  the  General 
Accounting  Office  by  25  %  over  the  current  budget  of  $443  million.   This  translates  to 
improving  the  efficiency  and  effectiveness  of  GAO  work  processes  to  save  $78,600  per  job. 
We  have  been  looking  at  improvements  in  efficiency  and  effectiveness,  as  well  as  reductions 
in  overhead  costs,  to  enable  the  25%  cut,  plus  a  5%  buffer  for  transition. 

Our  review  used  the  business  process  improvement  techniques  that  we  will  apply  to 
all  Federal  agencies.   In  particular,  we  have  targeted  issues  which  drive  organizational 
effectiveness.   This  includes  GAO's  strategic  planning  process,  utilization  of  resources  to 
perform  audits  and  evaluations,  non-value  added  layers  of  management  and  overhead 
spending. 

Results:   Our  review  confirmed  many  of  the  key  findings  and  recommendations  of  the 
National  Academy  of  Public  Administration.    As  with  industry  restructuring  efforts,  our 
review  showed  that  a  major  change  in  the  way  GAO  does  its  work  will  yield  both 
effectiveness  and  efficiency.    We  found  that  GAO's  average  cost  per  job  of  $396,000  could 
be  reduced  by  $194,000,  by  improving  GAO's  use  of  modem  analytic  methods  and 
computers.    This  alone  yields  $147  million  in  savings,  or  33%  of  the  budget.   We  also  found 
that  overhead  costs  could  be  reduced  significantly  from  the  current  30%  of  the  GAO  budget. 

Issues: 

Poor  Job  Management:   GAO  has  not  adapted  it  old  audit  process  to  the  variety  of  product 
types  and  work  it  now  performs.   This  situation  affects  both  quality  and  cost.   Their  work 
process  is  labor  intensive  and  often  DUPLICATIVE.    Consequently,  GAO's  work  efforts  are 
expensive.    The  GAO  data  shows  an  average  cost  of  $400,000.    For  example,  we  were  given 
all  of  GAO's  reviews  and  cost  summaries  of  the  Tax  System  Modernization  for  the  past  three 
years.    The  costs  ranged  from  $10,000  to  $150,000,  but  most  were  simply  displays  of  the 
agency's  own  data  in  a  chart  format.    These  costs  are  driven  by  the  vast  number  of  people 
brought  into  each  job,  generally  10  to  20  staff  and  supervisors.    This  in  turn  was  caused  by 
GAO's  lack  of  key  labor  skills  (e.g.,  certified  cost  analysts),  computer-based  analytic  tools, 
and  databases.    GAO's  Job  Management  Problems  can  be  seen  by  the  fact  that  GAO's 
laborforce  spends  omy  72%  of  their  time  on  acmal  work,  or  one  in  four  staff  are  not  needed. 
The  professional  services  industry  benchmark  is  that  staff  spend  85%  to  90%  on  actual  work. 


These  problems  affects  the  usefulness  of  GAO's  work  in  terms  of:  Timeliness  (GAO 
is  late  80%  of  the  time  for  reports,  60%  for  all  products);  poor  quality  recommendations 
which  many  staff  consider  biased  or  watered  down;  and  the  percent  of  key  recommendations 
implemented  has  declined  to  21%. 
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High  Overhead  Costs:   In  1994,  GAO  devoted  $128  million  to  overhead,  representing 
29.6%  of  its  budget.   There  are  23  staff  offices  headed  by  five  Assistant  Comptrollers 
General  and  18  Senior  Executive  Service  officials,  but  only  six  operating  divisions  (also 
headed  by  Assistant  Comptrollers  General).     The  National  Performance  Review  stated  the 
ratio  should  be  one  supervisor  to  14  employees.   There  are  so  many  managers  that  one  in  six 
employees  are  senior  managers  (Senior  Executive  Service  and  GS-15  employees)  at  GAO.    In 
the  field  offices,  there  is  one  supervisor  to  19  evaluators.  Despite  consisting  of  less  than 
0.2%  of  the  total  federal  workforce,  GAO  employs  2%  of  the  federal  Senior  Executive 
Service  workforce.     In  the  arena  Defense  work,  there  are  11  layers  of  management  between 
a  line  auditor/evaluator  and  the  Comptroller.     In  the  non-defense  arena,  there  are  9  layers  of 
management.    As  a  result,  GAO  charges  to  jobs  an  average  cost  per  day  of  $664  ($83  per 
hour)  per  staff  working  on  that  job. 

Inability  to  Cut  Wasteful  Expenditures:   Over  the  past  two  years,  GAO  has  been 
downsizing  its  workforce.    Rather  than  shedding  non- value  added  expendimres  and  overhead, 
GAO  has  reduced  its  core  resource  -  line  workers.    For  example,  Senior  Executive  level 
employees  increased  5%  from  138  to  145  over  the  last  five  years.    Senior  managers,  at  the 
GS-15  level  increased  12%  over  the  last  five  years.    Line  workers,  in  the  GS-7  to  GS-12, 
range  were  cut  34%.    Senior  management  grew,  even  though  there  were  fewer  workers  to 
manage.    GAO  spends  over  $100,000  for  executive  parking  spaces  outside  the  headquarters, 
and  increased  11  spaces  in  1994.    They  also  spent  $92,000  in  publications  (mostly  popular 
newspapers  and  magazines)  for  executives.    Moreover,  GAO's  Total  Quality  Management 
Program  has  been  very  ineffective.     While  costing  about  $1  million,  GAO  generated 
recurring  savings  of  $820,000  (less  than  0.25%  of  its  budget)  and  only  9  staff  were  shifted  to 
higher  priority  work.    Examples  included:  taking  advantage  of  airline  fare  wars,  using  fourth 
class  postage,  and  "cutting  award  costs  by  not  providing  urmeeded  frames  for  award  photos 
and  letters."   However,  rework  of  products  increased. 

Lack  of  Customer  Responsiveness  in  Strategic  Planning  and  use  of  Resources: 

Roles  and  Missions;  Spending  Priorities;  Skills,  Data  Bases,  and  Aiulytic  tools: 
The  General  Accounting  Office's  workload  has  declined  and  changed  over  the  past  20  years. 
It  used  to  produce  primarily  audit  reports.    Now  it  produces  60%  more  testimonies  than  audit 
reports.    In  fact,  February  and  March  are  setting  new  records  for  testimonies  in  a  month  for 
GAO.    Our  assessment,  and  that  of  the  National  Academy  of  Public  Administration,  is  that 
Congress  is  increasing  its  use  of  GAO  as  an  advisory,  rather  than  audit,  organization. 
Consequendy,  GAO  must  adjust  how  it  allocates  resources,  performs  its  work,  obtains  a 
knowledgeable  workforce,  develops  databases  and  analytical  tools,  and  invests  in  information 
technology.    For  example,  audits  require  large  field  staffs  and  lots  of  data  collection. 
Advisory  assistance  requires  very  knowledgeable  people,  relevant  databases,  and  computer- 
based  problem  analysis  tools.   Despite  the  shift  in  workload,  GAO  continues  to  operate  as  an 
audit  agency.   GAO  is  inefficient  and  less  effective  in  providing  advice  to  the  Congress. 
GAO  has  access  to,  or  has  created,  over  500  databases,  yet  its  new  $40  million  DATA 
COLLECTION  &  ANALYSIS  computer  system  does  not  contain  statistical,  risk  assessment, 
simluation,  or  trade-off  analysis  software. 

o 


ISBN  0-16-055967-7 


9  780160"559679 


90000 


